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FOREWORD 


World Economic Report, 1949-50 is the first 
comprehensive review of world economic condi- 
tions to be published by the United Nations since 
June 1949, when World Economic Report, 1948 
appeared. These reports are issued in response to 
General Assembly resolution 118 (II), in which 
the Secretary-General was requested to prepare 
annual factual surveys and analyses of world 
economic conditions and trends. Like the earlier 
publications, the present report is intended to 
meet the requirements of the Economic and Social 
Council and other organs of the United Nations 
for an appraisal of the world economic situation 
as a prerequisite for recommendations in the eco- 
nomic field, as well as to serve the needs of the 
general public. In its preliminary form, the report 
~ was made available in February 1951 to the 
twelfth session of the Economic and Social Coun- 
cil and to Members of the United Nations. 

The present report is devoted to an analysis of 
major developments in domestic economic condi- 
tions and international economic relations during 
1949 and the first half of 1950, with some pre- 
liminary comments on tendencies since mid-1950. 
Detailed analyses of economic trends in 1950 in 
Asia and the Far East, in Europe and in Latin 
America will become available during 1951 in the 
annual surveys prepared by the secretariats of the 
respective United Nations regional economic com- 
missions. In addition, brief reviews of economic 
conditions in Africa and the Middle East are 
issued as supplements to this report. 

The report is divided into three parts. Part I is, 
in general, confined to the study of domestic 


economic trends from the beginning of 1949 to 
the middle of 1950. It is divided into six chapters 
dealing with several types of countries or groups 
of countries. Part II of the report contains analyses 
of changes in the volume and direction of inter- 
national trade (chapter 7) and of recent trends in 
international financial settlements (chapter 8). 
Part III is devoted to a discussion of two special 
problems: the factors underlying the persistent 
dollar deficits in a large part of the world prior to 
1949 (chapter 9) and the relationship between 
the currency devaluations of 1949 and subsequent 
developments in international trade (chapter 10). 
The Statistical Appendix, which contains tables 
that supplement the text, begins on page 199 and 
is followed by a chronology of the more important 
international economic events of the period under 
review. 

The report was prepared by the Division of 
Economic Stability and Development in the De- 
partment of Economic Affairs of the United Na- 
tions, with substantial assistance by the Statistical 
Office of the United Nations, which collected most 
of the basic statistical data and prepared many of 
the tables. Some of the statistical material was 
obtained from the specialized agencies, notably 
the International Monetary Fund, the International 
Bank for Reconstruction and Development and 
the Food and Agriculture Organization of the 
United Nations. The chronology was drawn up 
by the secretariat of the Economic and Social 
Council. The chart in the introduction was pre- 
pared for printing by the Presentation Unit of the 
United Nations Publishing Division. 
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EXPLANATION OF SYMBOLS 


The following symbols have been used in the tables throughout the 
report: two dots (..) indicate that data are not available; a dash (—) 
indicates that the amount is nil or negligible; a blank indicates that the 
item is not applicable; a full stop (.) is used to indicate decimals; a comma 
(,) is used to distinguish thousands and millions; a slash (/) indicates 
the crop year; the use of a hyphen (-) between dates representing years, 
e.g., 1934-38, normally signifies an annual average for the calendar years 
involved; “to” between the years indicates the full period, e.g., 1947 to 
1949 means 1947 to 1949, inclusive. 


References to “dollars” indicate United States dollars unless otherwise 
specified. Details and percentages in tables do not necessarily add to totals, 
because of rounding. 
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INTRODUCTION 


The economic problems that confront the world 
in 1951 centre on the threat of inflation and of 
impending shortages of goods. These problems 
are at the opposite pole from those with which 
the world appeared to be faced two years earlier. 
During the intervening period, both the volume of 
goods produced and the volume of international 
trade rose to new heights, but not without serious 
economic difficulties in a number of countries. 


In general, economic developments during the 
years 1949 and 1950 can be divided into three 
phases. The first phase, which began late in 1948 
and ended during the second half of 1949, was 
characterized by a recession in the United States, 
a consequent reduction in its imports from the 
rest of the world and some intensification of the 
balance of payments difficulties of many coun- 
tries. The second phase ended in the middle of 
1950; it comprised the economic recovery of the 
United States and an alleviation of the balance of 
payments difficulties of the rest of the world. The 
third phase, which began in the middle of 1950, 
reflects the economic impact of events in Korea; 
it is, thus far, characterized by rising prices of raw 
materials and increasing living costs, the reintro- 
duction of comprehensive economic controls and 
the reorientation of productive facilities towards 
the production of armaments in a large part of the 
world. Although the present report deals mainly 
with the first two phases, covering the period from 
the beginning of 1949 to the middle of 1950, it 
provides perspective for a review of the economic 
problems which are current in 1951. 


Starting with the first quarter of 1949, the com- 
bined effects of a drop in industrial production in 
the United States and a tendency towards levelling 
off in such production in a number of other coun- 
tries were reflected in a decline in the world’s total 
output of industrial goods for the first time since 
the end of the war. The period of declining in- 
vestment in the United States, mainly in invento- 
ries, which accompanied the satiation of much of 
the demand that had been pent up since the war, 


resulted in a recession that began late in 1948 and 
lasted for about a year. This recession, apart from 
its domestic economic consequences, brought 
about a fall in the value of United States imports, 
with adverse effects on the balance of payments 
of many countries. The inflationary pressures of 
earlier post-war years had subsided in nearly all 
parts of the world and in a few countries had 
given way to problems of rising unemployment. 
Prices in international markets, especially of food 
and of raw materials, fell in terms of dollars, and 
the fall reacted on the real incomes of countries 
exporting such products. 


The difficulties in production and international 
trade characteristic of the period from 1946 to 
1948 were thus succeeded during 1949 by new 
problems which affected both the domestic econ- 
omies of a number of countries and the structure 
of their international transactions. Widespread ad- 
verse movements in the dollar balances of pay- 
ments gave rise to the imposition of new import 
restrictions and to a wave of currency devalua- 
tions in September and October of 1949. 


The economic recession in the United States 
was shortlived; recovery began in the second half 
of 1949, and economic activity continued up- 
wards from then on. The output of mining and 
manufacturing industries of the world as a whole 
excluding the United States, having sagged briefly 
for the first time since the end of the war, rose 
again during the fourth quarter of 1949 and con- 
tinued to rise throughout 1950. During the sec- 
ond quarter of 1950 the level of such production 
in the world as a whole exceeded the average for 
1948 by about 12 per cent. The volume of un- 
employment none the less continued to rise in a 
number of countries owing both to increasing 
output per worker and to the growing size of the 
available labour supply. World dollar prices, nota- 
bly of primary commodities, turned upwards 
again in response to higher demand in the indus- 
trialized countries, particularly in the United 
States. By the middle of 1950 the problem of 
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international economic disequilibrium had _ re- 
ceded in importance as many of the soft currency 
countries were able to reduce or eliminate their 
current account deficits with the dollar area or 
even to add to their gold and dollar reserves. 


During the period of eighteen months from the 
beginning of 1949 to the middle of 1950, as a 
whole, the world’s total output of industrial goods 
was on a higher average level than in the preced- 
ing years. The rise in the level was widespread 
and, as is shown in the accompanying chart, was 
typical of both private enterprise economies and 
planned socialist economies, of countries which 
had been spared the ravages of war as well as of 
war-devastated countries, including those still 
under military occupation. In some countries 
production rose well above the pre-war level, while 
others merely made up for losses suffered as a 
result of the war and fell far short of attaining 
their pre-war per capita output. In general, the 
under-developed countries made the slowest prog- 
ress, and some of them even appear to have retro- 
gressed. 

As a result of favourable crops in 1948, the 
available supply of food rose during 1949; in 
particular, the food situation in certain of the 
food deficit countries improved, notably in 
Europe. World crops were somewhat smaller in 


1949 than in the previous year, owing partly to a 
reduction in the output of North America, which 
was confronted with accumulating surpluses. 
However, meat and dairy production rose almost 
everywhere, and the level of the world’s total 
agricultural output during these two years re- 
mained somewhat above that immediately pre- 
ceding the war; production per head was, how- 
ever, still below the pre-war level. 


The increased availability of supplies in 1949 
was reflected in material declines in the prices of 
primary products, and to a lesser extent, of 
manufactures, and either in a drop, or in a cessa- 
tion of the rise, in living costs. The effects on 
living costs depended largely on the circumstances 
under which prices had climbed upward during 
the preceding period of scarcity. Where infla- 
tionary pressures had been contained by strict and 
comprehensive control measures, the upward 
pressure on prices was reduced as the supply of 
goods expanded and rations were increased; 
where prices had previously been allowed to rise, 
the upward movement was either slowed down or 
reversed; and where existing control systems pro- 
vided for one set of prices for goods purchased 
within a rationing scheme and another for similar 
goods bought in the free market, there occurred 
relatively large price declines in the free market. 


Table 1. Value and Quantum of Exports of World® and of World Excluding the 
United States, Pre-war and 1946 to 1950 (Three quarters) 


Value Quantum index 
World World, excluding World World, exclud- 
Period United States ing United 
(millions of States 
United States dollars) (1948=100) 
Annual total: 

EME, Sacmtta ee Mot oe wmIOn cists 24,200 20,900 TOL 117 

1 OS See rnc cee vile a/ensiese 21,300 18,200 97 112 

NAG Aa ital tacks othe s Gtbtalcte pe 32,500 23,000 80 75 

19477 spntats, ccornty. atone; Sista ehe Covers 47,800 32,600 96 86 

{QASIM Se Te tern scored ors wie ous exe 53,900 41,400 100 100 

1940 metered 2 ANAND. Shs. cucdehereds « 54,900 43,000 109 111 

Quarterly averages: 

: "Ft QUATTCR hots 6 ctefere tress: owe 14,400 11,100 107 107 
Secondaquarter sn. eee nes cee 14,400 11,100 109 108 
hinds) quarterecharse see a ieee loeier 13,300 10,600 103 106 
Rourthyquarter ccasiaeictsieis «eis oi- 12,700 10,100 114 120 

1950: 

irst FI te sp a, SRC ied SOR ace 12,500 10,100 112 120 
ean pala Laeegens ae eB a, Vis rep! 12,900 10,400 114 121 
PHindequalterwagdnc wie lcte ise cles geo wierd 14,000 11,600 119 129 


i  —————————————————————— 


Source: Statistical Office of the United Nations. 
a Based on calculations covering an estimated 96.6 per cent of total world exports in 1948. 


The rise in the world output of goods was 
accompanied by a further growth in the volume of 
international trade both in 1949 and in 1950 
(see table 1). At the same time, the geographic 
distribution of international trade underwent im- 
portant changes. The increase in output permitted 
the war-devastated economies of western Europe 
to reduce the abnormally high imports from North 
America which had characterized the earlier post- 
war years, when North America was the most im- 
portant source of supply for scarce commodities. 
Simultaneously, as the effects of war-time de- 
struction were overcome, the western European 
countries were able to expand their trade with 
one another and with other countries which had 
previously been compelled to turn to North 
America for goods not obtainable elsewhere. 
While the trade between eastern and western 
European countries remained, mainly for non- 
economic reasons, stagnant far below pre-war 
levels, the trade among the eastern European 
countries increased considerably, except, again, 
where non-economic factors intervened. In 1949, 
many under-developed countries were compelled 
to curtail imports drastically—and thereby in 
some cases to reduce their levels of economic 
activity—because their holdings of gold, dollars 
or other foreign currencies had dwindled while 
their commercial debts had accumulated. The 
continuation of these restrictions on imports in the 
first half of 1950, together with increased exports 
of primary products to the United States as re- 
covery proceeded in that country, resulted in the 
establishment of trade surpluses with the United 
States by Latin America and the oversea sterling 
countries. 


These changes in the distribution of world 
trade were thus accompanied by a widespread 
reduction or elimination of the dollar deficits 
which had been the most conspicuous sign of 
international economic disequilibrium in the 
earlier post-war years. After a temporary setback 
in 1949 the world’s deficit with the United States 
on merchandise trade and services declined 
steadily and reached, during the first half of 1950, 
an average which was less than two-fifths of the 
deficit a year earlier. 


The outbreak of the conflict in Korea in the 
middle of 1950 immediately introduced an at- 
mosphere of impending inflation in a number of 
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countries, particularly in the United States. Specu- 
lative activity and anticipatory buying began even 
before rearmament programmes were initiated 
during the second half of the year. While the 
extent to which these programmes manifested 
themselves in actual expenditures during 1950 
remained relatively limited, the rise in the prices 
of all types of goods, especially of primary pro- 
ducts, began to exert a profound influence both 
upon national economies and upon international 
economic relations. Governments which during 
1949 had been interested in measures designed to 
cope with accumulating surpluses of primary 
products began to examine problems arising out 
of impending shortages. 


With respect to the domestic economic impact 
of the events following upon the Korean conflict, 
two aspects may be distinguished. The first is the 
initial speculative or anticipatory activity, which 
affected particularly the international market 
prices of primary industrial materials. The more 
fundamental change is likely to result from the 
considerable increase in rearmament expenditures 
and the consequences which they impose. 


In the United States, where the economic effect 
of the events in Korea was most immediate and 
marked, serious inflationary pressures have been 
generated, and restrictions on investments and 
on the use of strategic materials, as well as con- 
trols on prices and wages, have already been 
imposed. The Economic Report of the President 
of the United States to the Congress and the 
report of the Council of Economic Advisers indi- 
cate that, while total output was expected to 
increase in 1951 by 7 per cent, or about $20,000 
million, military expenditures were expected to 
rise more sharply and to increase from the present 
annual rate of $20,000 million to between 
$45,000 million and $55,000 million by the end 
of the year. In addition, investment in facilities 
for rearmament production was anticipated on a 
large scale. As a result, it was anticipated that 
civilian construction and other forms of normal 
investment would be reduced. It was also expected 
that total civilian consumption, not merely in the 
sphere of durable goods directly affected by 
production limitations, would be reduced. 


In the other countries participating in rearma- 
ment, notably in western Europe, inflationary 
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pressures are also bound to be serious. Although 
total production in most of these countries is sub- 
stantially above pre-war levels, civilian consump- 
tion is generally not much higher and in some 
cases is even below pre-war levels. The pre- 
empting of industrial materials for armament 
production and military stockpiling has already 
resulted in some cutback in civilian output. With 
increased armament output, such cutbacks will 
no doubt become more severe and more wide- 
spread, and may impair the export capacities of 
the countries concerned at the same time that 
rising costs of imported raw materials tend to 
cause a deterioration in their terms of trade and 
their balance of payments position. 


With respect to under-developed countries, the 
expanded rearmament efforts provide ready ex- 
port markets for the disposal of increased quanti- 
ties of their primary products at relatively high 
prices. At the same time, however, these coun- 
tries are likely to be confronted with grave eco- 
nomic problems. Their improved export position 
_would, unless associated with an increased supply 
of imported goods, exert serious domestic infla- 
tionary pressures. They may, also, find it difficult 
to convert increased receipts from exports into 
supplies that will permit them to attain higher 
standards of living, overcome inflation and pro- 
mote their economic development. Limitations on 
the supplies of civilian goods in many of the in- 
dustrialized countries may reduce the opportunities 
available to the under-developed countries of 
obtaining the capital goods essential for increased 
production and for economic development. Ap- 
propriate and timely measures are needed if the 
aspirations of many under-developed countries are 
not to be discouraged and if their imports of 
capital goods are to expand at least as rapidly as 
their ability to pay for them with expanded 
exports. 


The high volume of United States demand for 
imports associated with rising production levels 
and government stockpiling of raw materials, as 
well as anticipatory and speculative buying, 
together with the controls on imports from the 
dollar area imposed earlier by soft currency 
countries, and continued foreign financial assis- 
tance by the United States at a high level, led 
in the second half of 1950 to an increase in the 


rate at which other countries accumulated gold 
and dollar assets. In the case of the sterling area, 
the dollar resources of which had been seriously 
depleted by September 1949, the improvement in 
its gold and dollar position made it possible to 
suspend aid to the United Kingdom under the 
European Recovery Program from the beginning 
of 1951. 


The question arises as to whether the past inter- 
national economic disequilibrium is likely to re- 
emerge when the rate of expenditure for rearma- 
ment is reduced. An examination of the factors 
that contributed to the dollar gap in the past indi- 
cates that there were two distinct elements in 
the persistent current deficits of a large part of the 
world with the dollar area and the dependence of 
many countries on special loans and grants, pri- 
marily from the United States. 


One group of factors, brought into being by the 
destruction of productive facilities during the war, 
was largely of a temporary character. These fac- 
tors have, by and large, run their course. By the 
end of 1949, much of the war damage had been 
repaired. Western Germany and, to some extent, 
Japan had again begun to emerge as exporters 
of manufactured goods, and the bumper crops of 
1948 had eased the food situation. The rising 
levels of production had made possible a re- 
orientation of trade and payments in a manner 
which reduced the dependence of the deficit 
countries on supplies from the dollar area. 


The second group of factors is of a long-term 
character. There appears on the one hand to have 
been a tendency on the part of the United States 
and Canada to become more self-sufficient with 
respect to certain raw materials as well as certain 
manufactured products. The supply of dollars 
made available to the world through the imports 
of the United States and Canada thus increased 
less rapidly than the national incomes of these 
two countries. Simultaneously, the demand for 
goods payable in dollars on the part of a number 
of countries that instituted programmes of eco- 
nomic development has tended to grow and to 
exceed their current dollar earnings, even though 
economic development has progressed only 
slowly in most of these countries. 


It seems likely that these long-term factors with 
roots that reach into the pre-war period are likely 
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to persist. In view of the levels of investment, 
employment and income which many countries 
have decided to maintain as a matter of national 
policy, their demand for foreign goods appears 
likely to continue to exceed their ability to pay for 
them out of current earnings. These tendencies 
towards import surpluses were masked during the 
second half of 1950 by the exceptional United 
States demand for imported commodities at high 
prices; they are likely to re-emerge when the 
level of rearmament activities declines, and when 
many countries, especially under-developed coun- 
tries, continue in their efforts to narrow the tre- 
mendous difference between their own levels of 
income and those of the highly developed 
countries. 
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A measure of the problem that confronts the 
under-developed countries in their attempts to 
narrow the difference between their own standards 
of living and those of the developed countries is 
afforded by the available data concerning per 
capita income in various parts of the world. It is 
estimated, as shown intable 2, that, in 1949, 
about one-third of the world’s population disposed 
of less than 5 per cent of the total world income 
and probably had a per capita income of under 
$50 a year. Some two-thirds of the world’s popu- 
lation disposed of only 15 per cent of world 
income and probably had an average annual per 
capita income of under $200. Available figures 
indicate that income at present is less evenly 
distributed among the countries of the world than 


Table 2. Distribution of Income among Seventy Countries, 1949 


National income 


Population a ns a 

Average Number of countries Cumulative total Percent 

per capita st Cumulative Per cent (millions of of total 

income Cumulative Per cent total of total United States 
total of total (millions) dollars) 

Under $50 ...... 12 17 650.9 oi! 18,632 4 
Under $200 ..... 40 57 1,381.1 66 74,962 15 
Under $600 ..... 62 89 1,841.1 89 226,293 44 
Under $900 ..... 69 99 1,930.7 93 296,270 58 
Under $1,500 ... 70 100 2,079.9 100 513,101 100 


Source: United Nations, Statistical Papers, Series E, No. 1, October 1950. 


during the period immediately preceding the 
war. Despite their present relatively primitive 
technological level and limited capital resources, 
the under-developed countries are faced with the 
task of attaining a rate of economic development 
very much more rapid than is characteristic of 
the industrially more developed countries. With- 
out measures commensurate with that task the 
difference in standards of living is bound to in- 
crease, rather than decrease, even if the problem 
of growing populations is left out of account. The 
existence of the latter problem, of course, calls 
for even more vigorous national and international 


measures for promoting the development of un- 
der-developed areas. 


The economic development of the under-de- 
veloped countries remains the most important 
single long-run economic problem confronting the 
world. Its solution calls for a rapid expansion of 
the world economy. Such an expansion could, if 
appropriately oriented, provide the goods and 
services needed to raise the living standards of 
two-thirds of the world’s population, as well as 
the possibility of achieving without undue strain 
the economic adjustments that will be required 
in all parts of the world. 


Part I 


MAJOR NATIONAL ECONOMIC CHANGES 


INTRODUCTORY NOTE 


This part of the Report is intended to show, for certain countries, changes 
during the period under review in the gross national product and in its major 
components, the causes of these changes and their effects upon the rate of employ- 
ment and unemployment; and how the changes were reflected in the distribution of 
the real income of the countries concerned and in the increase or relaxation of 
inflationary pressures. Wherever the data permit, the movement of the following 
major components of the gross national product are analysed: (a) gross private 
investment; (b) government expenditure on goods and services; (c) the net 
balance of exports and imports; and (d) personal consumption. No attempt is 
made to consider developments with respect to individual industries or com- 
modities, or economic events not bearing directly on changes in the major com- 
ponents of the gross national product; details of this character are abundantly 
available in national publications and in the annual regional economic surveys 
prepared by the secretariats of the regional economic commissions of the United 
Nations. 


Countries have, in general, been grouped by reference to trends characteristic 
of the entire group under discussion. In several instances, however, this approach 
proved unwieldy, and separate sections or chapters are therefore devoted to indi- 
vidual countries. Thus, chapter 1, which deals with economically developed 
private enterprise economies, is subdivided into two sections, the first concerned 
with the United States and the second with countries in western Europe and in 
the British Commonwealth. Chapter 2 covers the centrally planned economies 
of eastern Europe and chapter 3 a group of selected countries in Latin America 
and the Far East. Chapter 4 deals with western and with eastern Germany and 
chapters 5 and 6 are devoted to Japan and China, respectively. 


a“ 


Chapter 1 


ECONOMICALLY DEVELOPED PRIVATE ENTERPRISE ECONOMIES 


A. United States of America 


A separate section in this chapter has been 
devoted to economic developments in the United 
States in 1949 and the first half of 1950 because 
of the importance of the United States among the 
private enterprise economies, because of the in- 


Changes in the Gross 


During the period 1946 to 1948, effective de- 
mand was sufficient to absorb production at 
existing capacity, which had been considerably 
expanded as compared with pre-war capacity. 
All of the four major components of the gross 
national product, namely, business investment in 
plant, equipment and inventories, government 
expenditure on goods and services, export surplus 
and personal consumption, were substantially 
above pre-war levels. The physical volume of the 
gross national product averaged 40 per cent above 
1940, and personal consumption was 37 per 
cent higher.? 


The high level of effective demand during this 
period was, however, partially dependent on tem- 
porary post-war factors which especially affected 
the levels of domestic private investment, the 
export surplus and personal consumption. Invest- 
ment in construction and equipment had been 
pushed upwards, not only by the current levels 
and rates of increase in economic activity and 
income, but also by the backlog of demand accu- 
mulated during the war. The United States export 
surplus during this period reflected both the ab- 
normal post-war foreign demand for goods for 
reconstruction purposes and the war-time devasta- 
tion of other sources of supply. Most of this 


1 See United States Department of Commerce, Survey 
of Current Business, January 1951 (Washington, D.C.). 
The volume of per capita consumption was about 26 per 
cent above that of 1940. 
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fluence of its level of economic activity upon 
world trade and because economic developments 
in the United States are not surveyed by any of 
the existing regional economic commissions of the 
United Nations. 


National Product 


export surplus was financed through liquidation 
of gold stocks and foreign exchange reserves by 
importing countries and through extensive United 
States foreign grants and loans. Finally, personal 
consumption was high in relation to the dispos- 
able income of individuals, owing to the existence 
of a considerable pent-up demand for consumer 
goods, which was supported by war-time accu- 
mulated liquid assets. 

It was the weakening of these special post-war 
supports which led to a recession during the first 
half of 1949; in fact, this process had already 
begun by the end of 1948. The most important 
element in these developments was the considera- 
ble fall in the ratio of personal consumption to 
disposal income of individuals in the second half 
of 1948. This fall was due to the growing satia- 
tion of the pent-up demand for many durable 
goods? and to the depletion of previously accumu- 
lated liquid savings of a large part of the popula- 
tion in the lower income brackets. This depletion 
had been accelerated by the upward trend in 
prices that followed the elimination of price and 
rationing controls in 1946. Despite some offset- 
ting factors (especially the decline in the budget 
surplus), the resulting demand in the second 
half of 1948 was insufficient to absorb fully the 
volume of goods being produced, and there was 


2 Automobiles were a notable exception, however, and 
the sales of automobiles rose substantially in 1949 when 
the supply increased. 
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accordingly a substantial accumulation of inven- 
tories which was, at least in part, involuntary. 
Such inventory accumulation could not have been 
expected to continue in 1949; not only did the 
accumulation cease in the first half of 1949, but 
a significant liquidation of inventories actually 
took place. 


The change from accumulation in the second 
half of 1948 to liquidation in the first half of 1949 
represented a decline of $10,000 million in busi- 
ness investment in inventories. The importance 
of this decline may be judged from the fact that it 
was significantly larger than the total volume of 
residential construction in 1948, which was then 
at a post-war peak. This. change occurred simul- 
taneously with a fall in private investment in 
plant and equipment and with a temporary decline 
in residential construction. Since the decline in 
private investment was only partially offset in the 
first half of 1949 by a rise in the export surplus® 
and in government expenditure on goods and 


8 The rise in the export surplus was due partially to a 
decline in imports associated with the decline in economic 
activity and with efforts to reduce the volume of business 
inventories; it was due also to an increase in exports, 
which had been facilitated by an increase in United States 
grants to the importing countries. 


Table 3. 


Part I. Major National Economic Changes 


services,t there was a drop in the sum of these 
three non-consumption components of the gross 
national product which amounted to 6 per cent 
in real terms (see table 3).° 


Other things being equal, such a drop in these 
components leads to a decline in incomes. In 
considering the effect on income available for 
consumption, however, account must also - be 
taken of the fact that such income may be re- 
duced by increases in net government revenue® 
and augmented by increases in government trans- 
fer payments to individuals. Thus, in evaluating 
the influence of income-generating factors on con- 
sumption, it is necessary to substitute the budget 


4 All references to government expenditures in this 
section exclude unilateral transfers abroad; these trans- 
fers are added instead to net foreign investment to obtain 
the export surplus. 


5 In the pages that follow, estimates of changes in the 
real volume of income or expenditure relate to measure- 
ment in terms of dollars of constant consumer purchasing 
power, i.e., components of the gross national product are 
expressed in terms of “real consumption equivalents”. 
The deflation of the gross national product by the index 
of consumer prices gives a reasonable approximation of 
the post-war changes in the physical volume of the 
gross national product. 


6 Tax revenue minus subsidies plus current surplus of 
government enterprises. 


Gross National Product, by Major Components, in the United States, 


1948 to 1950 (First half) 


(Seasonally adjusted; annual rates) 


1948 1949 
Item First Second First Second First 
half half half half half 
Thousand millions of current dollars: 
Total non-consumption components ......... 77.0 86.3 whys 74.3 83.2 
Gross private domestic investment......... 40.0 46.2 34.4 31.6 44.8 
Residential non-farm construction........ 8.6 8.6 Cell 8.9 11.8 
Other private construction and producers’ 
durable equipment .................. 28.0 30.1 29.3 Bien 29.6 
Increases inuinventolics sare eee 3.4 Tc) —2.5 —5.0 3.4 
Exportdsurplaset’s..Se ies cytes, SM 7.0 5:2 ol 4.4 2.6 
Adjusted government expenditure on goods 
BERL SELVICES! viata. Lore eee 30.0 34.9 Mie 38.3 36.0 
Consumption ih 4 fae. 24Rk Jee. ee. 175.7 179.2 177.9 179.8 184.2 
Gross national product 252.7 265.5 257.0 254.1 267.4 
Thousand millions of 1948 dollars: 
Total non-consumption components ......... 77.9 85.3 79.9 75.4 84.9 
Cenmimption *2 250.13. 25.4.9, eee eee 177.84 gb T7cLuos 179. 5o ec 182-5 od 88.0 
Gross national product 255.7 262.4 259.4 257.9 272.8 


Source: United States Department of Com- 
merce, Survey of Current Business (Washing- 
pe he real cad and Construction Ma- 
erials, atistica upplement, Ma 195 
(Washington, D.C.). ; 


® Net foreign investment plus government uni- 
lateral transfers to foreign countries. 
> Total government expenditure on goods and 


services less unilateral transfers to foreign 
countries. 
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Table 4. Gross Private Domestic Investment, Export Surplus, Adjusted Budget 
Deficit and Consumption in the United States, 1948 to 1950 (First half) 


(Seasonally adjusted; annual rates) 


1948 


Item First Second Firet Second Firat 
half half half half 
Thousand millions of current dollars: 
Gross private domestic investment, export sur- 
plus and adjusted budget deficit ........... 32.6 41.4 39.7 34.2 42.4 
Gross private domestic investment......... 40.0 46.2 34.4 31.6 44.8 
dread spel eo, Chee eee 7.0 5.2 ‘Si! 4.4 2.6 
Adjusted budget deficit: 
Adjusted government expenditure on goods 
PISMO G RICE en ad ee 30.0 34.9 ES ES | 38.3 36.0 
Less net government revenues¢ ........ 59.8 59.6 J5-3 56.6 63.1 
Plus transfer payments and net interest 
paid by the government ............ 15.4 14.7 16.0 16.5 22 
Equals adjusted budget deficit........ —14.4 —10.0 —1.8 —1.8 —4.9 
Thousand millions of 1948 dollars: 
Gross private domestic investment, export sur- 
plus and adjusted budget deficit............ 33.0 40.9 40.1 34.7 43.3 
EE 0 ee oe ance ae eae ee rn ae 177.8 177.1 179.5 182.5 188.0 


Source: United States Department of Com- 
merce, Survey of Current Business. 

#Net foreign investment plus government 
unilateral transfers to foreign countries. 

b Total government expenditure on goods 


= 
deficit for government expenditure on goods and 
services and hence to consider the changes in the 
sum of private investment, the export-import 
balance and the budget deficit. In the first half of 
1949, net government revenue fell below the level 
of the preceding half year, partly, at least, as a 
result of the recession,’ and government transfer 
_ payments rose, largely because of the increase in 


7 The reduction in revenue was the result partly of the 
recession and partly of the 1948 reduction in income tax 
tates, the effect of which was not fully reflected until 
1949. 


and services less unilateral transfers to foreign 
countries. 

¢ Tax revenues net of the item “subsidies less 
current surplus of government enterprises” in 
the Survey of Current Business. 


unemployment insurance payments associated 
with the declining levels of employment. Conse- 
quently, the sum of private investment, export 
surplus and budget deficit fell only slightly in real 
terms (see table 4). This minor decline failed to 
depress the level of personal consumption, which 
in fact rose somewhat in real terms (see tables 4 
and 5). Since the level of personal consumption 
weighs heavily in the gross national product, the 
latter fell by only about one per cent in real terms 
(see table 3). 


Table 5. Ratio of Consumption to Disposable Income* of Individuals in the United 
States, 1948 to 1950 (First half) 


(Seasonally adjusted) 

1948 1949 
1950 
Item First Second First Second First 
half half half half half 
PROtaltccnisihMsenl 192.2 Soets elas ee ci. 97.1 94.3 94.6 98.1 93:1 
Non-durable goods and services............. 84.5 82.2 82.6 84.5 79.7 
Darable 200ds Ars Te - Pie FP. eS. ae. 12.5 12.1 12.1 13.6 13.4 


a EEE ————— EEE 
Source: United States Department of Commerce, Survey of Current Business. 
8 Statistical discrepancy added to disposable income estimates of United States Department of 


Commerce. 
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This decline in the gross national product was 
largely confined to the manufacturing, mining and 
transportation industries. The manufacturing in- 
dustries bore the brunt of the drastic change 
from inventory accumulation to inventory liquida- 
tion; the decline in their average level of activity 
from the second half of 1948 to the first half of 
1949 was about 6 per cent. Transportation and 
mining declined with the change in manufactur- 
ing output (see table 6). 


Table 6. Indices of Physical Production of 
Goods and ‘Transportation Services in the 
United States,? 1949 and 1950 (First half) 


(1948 = 100) 
1949 
1950 
Item First Second First 
half half half 
Total production of goods © ——95.1—— 
Agricultural production . .——99.3——— 
Non-agricultural produc- 
LION ee ee 96.4 92.7 102.6 
Industrial production. . 94.3 88.5 98.4 
Minerals meee 92.3 81.3 89.0 
Durable  manufac- 
turesige aie 95.1 84.0 97.8 
Non-durable manu- 
fActuresme were 94.3 96.0 102.3 
Constructioniarr:. le: 103.2 110.2 123.6 
Electric and gas utilities 102.5 101.6 110.7 
Transportation services ... 94.3 87.6 94,3 


Source: Economic Report of the President, January 
1951 (Washington, D.C.). 


® All half-year data seasonally adjusted, except for 
electric and gas utilities, for which satisfactory adjust- 
ment factor is not available. 


In the second half of 1949, the average level 
of economic activity, as measured by the real 
value of the gross national product, was only 
slightly below that of the preceding half year. 
Inventory liquidation proceeded at an increased 
rate, but part of the decline in inventories was 
involuntary during this period since it was asso- 
ciated with a major strike in the steel industry. 
While the decline in business investment in plant 
and equipment also continued, there was a sharp 
upturn in residential construction, owing in part 
to the reduction in the cost of new housing but 
mainly to the easing of the terms of down pay- 
ments, the reduction in interest rates and other 
credit policies which were furthered by the liberal- 
ization of the National Housing Act. 
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In contrast with the first half of 1949, when the 
decline in private domestic investment was partly 
offset by a rise in the export surplus, declining 
private investment in the second half year was re- 
inforced by a severe drop in the export surplus.* 
In view of the Federal Government’s attempt to 
reduce the budget deficit, there was only a slight 
rise in total government expenditure, which was 
due entirely to the continued increase in state and 
local spending. 

In the absence of any significant changes in 
government revenues or transfer payments, this 
primary net reduction in expenditure on goods and 
services would normally have been expected to 
produce a decline in personal consumption 
through its effect on incomes. However, personal 
consumption actually rose during the second half 
of 1949. This cannot be attributed to changes in 
the distribution of income, since there was no sig- 
nificant change in the relative share of labour. 
Several factors, however, appear to have contri- 
buted to higher spending in relation to disposable 
income (see table 5). In the first place, as is evi- 
dent from the experience of 1930 to 1938, there 
is usually some time lag in the adjustment of con- 
sumption to the first decline in income at the 
beginning of a recession. Even though this cannot 
explain the rise in consumption, it may account 
for the failure of consumption to fall immediately 
after the initial decline in income. Secondly, there 
was a rapid increase in the production of automo- 
biles, for which a considerable pent-up demand 
still existed, as well as an increase in the sale of 
television sets following the reduction in prices. 
Such purchases were made possible in part by 
liberal terms of instalment credit and in part by 
the fact that a portion of past personal savings 
had been earmarked for this purpose. Finally, it 
seems likely that many veterans anticipated their 
1950 insurance dividends by increasing their ex- 
penditures in the fourth quarter of 1949. 

The increased level of personal consumption 
was almost sufficient to counterbalance the drop 
in the sum of the non-consumption components, 
and accordingly the gross national product during 
the second half of 1949 was only slightly below 
the level of the previous half year. Although in- 


8 This drop reflected principally a sharp decline in ex- 
ports, which resulted from the imposition of additional 
import restrictions by many importing countries, follow- 
ing the aggravated balance of payment difficulties which 
they experienced in the first half of 1949. 
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dustrial production declined by a further 6 per 
cent, at least part of the decline is ascribable to 
major strikes in industry which, of course, affected 
the index of industrial production much more 
than that of the total gross national product. 


In the first half of 1950, economic activity rose 
considerably over the level of the preceding half 
year and in fact reached a new post-war peak. 
However, while the gross national product in the 
first half of 1950 was considerably above the 
1948 level, the index of industrial production— 
which neither includes construction activity nor 
reflects the level of activity in public utilities, in 
trade and in other services—still remained some- 
what below that of 1948.° 


As may be seen from table 3 the rise in the 
gross national product was accounted for by an 
increase in private investment, mainly reflecting a 
change from liquidation to accumulation of inven- 
tories, and by a rise in personal consumption; the 
two other components, namely, export surplus and 
government expenditure on goods and services, 
fells 


Several factors which contributed to the in- 
crease in private investment in the first half of 
1950 were already evident in the second half of 
1949. The first, and perhaps most important, was 
the boom in residential building, which had de- 
veloped in 1949 mainly under the influence of 
liberalized credit policies for housing. This boom 
gained momentum in the first half of 1950. In 
addition, it may have led to increased investment 
in related industries during the first half of 1950 
by influencing investment decisions during the 
second half of 1949. The fact that the excessive 
inventories accumulated in the second half of 
1948 had already been reduced by the end of 
1949 was a second contributing factor; indeed 
some of the liquidation of inventories in the sec- 
ond half of 1949 may have been involuntary since 
it probably reflected the effects of strikes in the 
steel industry. Finally, the rise in personal con- 
sumption expenditures, particularly for automo- 
biles and television, from the first to the second 
half of 1949 may have had a favourable effect on 


9In the second half of 1950, however, industrial pro- 
duction averaged about 10 per cent above the 1948 level. 

10 Apart from the influence of developments in the rest 
of the world on United States exports (see chapter 7), 
the recovery in the United States contributed to an in- 
crease in imports. 


business decisions to invest both in plant and 
equipment and in inventories." 


The effect upon incomes of the increased 
volume of investment was reinforced by large 
disbursements of veterans’ insurance dividends 
during this period, but this was partly counter- 
balanced by a rise in government revenues, which 
resulted largely from the increase in economic 
activity. On balance, there was a considerable rise 
in the sum of private investment, export surplus 
and budget deficit. The response of consumption 
to this increase was, however, relatively small. 
In this period—as in the second half of 1949— 
the failure of consumption to change commen- 
surately with income cannot be attributed to a 
change in the distribution of income, since there 
was no shift from other incomes to profits. The 
sharp decline in the ratio of consumption to dis- 
posable income may reflect the fact that this ratio, 
as has already been noted, had been abnormally 
high in the second half of 1949; and, in addition, 
it is probable that a part of the veterans’ dividends 
served to settle debts incurred for large expendi- 
tures in the preceding period, in anticipation of 
the dividends, or was used to finance veterans’ 
purchases of houses. 


It is evident from the foregoing analysis that in 
the first half of 1950 effective demand was suffi- 
cient to absorb the peak post-war volume of pro- 
duction without any involuntary accumulation of 
inventories. It is therefore of interest to compare 
this period with the preceding peak period in the 
second half of 1948 when such accumulation of 
inventories did take place even though the volume 
of production was significantly lower. As may be 
seen from table 3, the non-consumption com- 
ponents of the gross national product were 
roughly at the same level in real terms in both 
periods. This resulted from the boom in resi- 
dential building associated with the liberalization 
of the National Housing Act and from the rise in 
government expenditure, which together were 
sufficient to offset a considerable reduction of in- 
vestment in inventories and a fall in the export 
surplus. Consumption, on the other hand, was 


11 The volume of investment in plant and equipment 
in the first half of 1950 proved to be substantially in 
excess of the original planned expenditures as reported 
to the Department of Commerce and the Securities and 
Exchange Commission. 
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considerably higher in the first half of 1950 than 
in the second half of 1948. This rise was the net 
result of a number of factors. There was a con- 
siderable increase in transfer payments between 
the two periods, largely because of the veterans’ 
insurance dividends distributed in the first half of 
1950 and the rise in unemployment insurance 
payments. The latter was due to the fact that, 
although national output was higher, unemploy- 
ment was also above the level of the second half 
of 1948 as a result of the increase in output per 
man and the rise in the labour force. The rise in 
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transfers was only partially offset by an increase in 
government revenues, so that the sum of private 
investment, export surplus and the budget deficit 
was considerably higher in the first half of 1950. 
Although a significant part of the veterans’ insur- 
ance dividends which contributed to this rise was 
not spent in the first half of 1950, the volume of 
consumption nevertheless rose substantially owing 
to the greater availability of automobiles, the ex- 
pansion of the television industry and the furnish- 
ing of the large number of new houses which had 
been built in the meantime. 


Distribution of Real Income 


The slight decline in the real gross national 
product in 1949 was associated with stability in 
the real value of total wages and salaries, a mod- 
erate decline in corporate profits (after inventory 
valuation adjustment and after corporate tax 
liabilities) and a very sharp reduction in farm 
income (see table 7). 


The decline in real farm income in 1949 re- 
flected primarily the reduced average level of farm 


Table 7. 


prices, which resulted from. the increase in farm 
supplies following the record harvest of 1948, at 
a time when non-farm money incomes were de- 
clining slightly. The fall in prices would have been 
even greater but for the large-scale acquisition of 
stocks by the Federal Government under its farm 
price support programme. 


The stability of the real value of total wages 
and salaries reflected mainly the redistribution of 


Gross National Product and Major Income Shares in the United States, 


1948 to 1950 (First half) 


(Seasonally adjusted; annuai rates) 


rr 


Item 


Thousand millions of current dollars: 
Gross national product 
Wages and salaries 
Farm income 


Before taxes 
ATICIMARSSIUT . LALA) Patna eRe 


Thousand millions of 1948 dollars: 


Gross national product 
Wages and salaries 
Farm income 


#56 (eG: ose) 08. 0 ole, Sel 6) CuRl si wae Le 


Before taxes 
After taxes 


Source: United States Department of Com- 
merce: Survey of Current Business. 
_* Corporate profits before inventory valua- 
tion adjustment and before taxes in successive 
half years from first half of 1948 to first half 


1948 1949 
SS SS Se 1950 
First Second First Second First 
half half half half half 
Ds pre | 265.5 257.0 254.1 267.4 
128.7 135.5 132.6 131.5 135.1 
17.6 17.6 14.3 1225) 12.3 
30.1 50.0 29.6 30.1 31.6 
L733 20.5 19.1 19.4 16.7 
255.8 262.4 259.3 258.0 272.9 
130.3 133.9 133.8 133.5 137.9 
17.8 17.4 14.4 12.7 12.6 
30.5 Sh 29.9 30.6 32.2 
17.55) 20.3 19.3 19.7 17.0 


of 1950 were as follows (in thousand millions 
of sera dollars): 33.6, 34.2, 27.4, 27.9 and 

b Deflated by index of prices of consumer 
goods and services. 
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Table 8. Indices of Prices in the United States, 1948 to 1950 (First half) 


(1948 = 100) 
————— ere eee 
1948 1949 
————_—- es 1950 
Item First Second First Second First 
half half half half half 


I he er ee a ne 
Wholesale prices: 


PAVIE COMMOGITICS seer hind ack CAO nce ae Oo 100.9 95.4 92.4 93.2 
arm pProductSs. eet teen ae wae eee 101.1 99.0 90.7 85.2 85.2 
RO ge kA sae Be os ae Oi 98.8 101.2 ONT T 89.2 87.9 
Commodities other than farm products and 

EOOUS MEME Fo ot ati erated niet tale cae 98.5 101.4 99.1 96.1 Fiz 
Consumer prices: 

PACUMILCDOS ae Maryn ake icttent tet etka 98.8 101.2 99.1 98.5 98.0 
EOOCIIMMIM Es elses eon, oreo ciara ers shtche 6. sys oor! 100.9 96.4 95.7 94.2 
ENON =f O0c SiR es. eer oi tioi outers cintas 98.6 101.4 101.0 100.5 100.7 
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Source: United States Department of Labor, Bureau of Labor Statistics. 
a Derived from indices of consumer prices and of food prices. 


income from farmers to wage and salary earners 
through the fall of food prices (see table 8). Since, 
as will be seen below, there was some reduction in 
employment and average hours worked per week, 
it is evident that there was some increase in real 
average hourly earnings. This increase consisted 
partly of a rise in hourly money earnings and 
partly of a decline in consumer prices. In the 
manufacturing industries, real average hourly 
earnings rose by about 4 per cent from the second 
half of 1948 to the second half of 1949. 


From the second half of 1949 to the first half 
of 1950, the rise in the gross national product 
was accompanied by an increase of 3 per cent in 
the real value of total wages and salaries. This 
was accounted for in part by an increase in aver- 


age hourly earnings and in part by a rise in 
average hours worked per week, while the level 
of employment remained about the same. Real 
farm income continued virtually constant. The 
level of farm prices, averaged over the entire 
period, was likewise constant, but while prices 
had been falling during the preceding half year, 
they were rising in the course of the first half of 
1950. Corporate profits, adjusted for inventory 
valuation, fell significantly on an after-tax basis, 
although they were higher on a before-tax basis.?? 


12 The increase in tax liabilities in relation to profits 
after inventory valuation adjustment was due in part to 
a retroactive increase in tax rates and in part to the 
change from losses on business inventories in the second 
half of 1949 to inventory profits in the first half of 1950. 
The data represent profits after inventory valuation ad- 
justment, but taxes are paid on profits before such 
adjustment. 


Employment and Unemployment 


Although the decline in the total volume of the 
gross national product in 1949 was slight in real 
terms, it was associated with a substantial rise in 
unemployment, which reflected both a decrease 
in employment and a rise in the labour force. As 
may be seen from table 9, the number of unem- 
ployed rose from 1.9 million, or 3 per cent of the 
civilian labour force, in the second half of 1948 


13 Owing to the influence of seasonal factors in all 
components of the labour force, comparisons are appro- 
priate only for corresponding periods of each year. 


14 Civilian labour force ‘less self-employment. 


to 3.6 million, or 5.7 per cent, in the second half 
of 1949;13 in terms of the labour force available 
for hire,'* the unemployment percentages would 
be approximately one-fourth higher. In addition 
to the decline in numbers employed, there was 
also a reduction of about 2 per cent in average 
hours worked per week in non-agricultural 
industries.** 


15 The United States Bureau of the Census estimated 
that the number of persons involuntarily working short 
hours because of general economic factors rather than 
personal reasons increased from 1.5 million in 1948 to 
2.5 million in 1949. 
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Table 9. Labour Force, Employment, Unemployment and Average Weekly Hours 
in the United States, 1948 to 1950 (First half) 


(In millions of persons ) 
ED 


1948 1949 poke 
Writ Berens irate) Secon: First 
ed topes yim Besrays half 

eee ee ee ee ee ee ee 
Total labour force, including armed forces. ... 1.8 63.7 62.7 64.4 63.8 
(Armed -f0rceSwre she ees ei cree S 2) 1.4 eS) 1.4 13 
Givilian) labour force ana) eee er 0.5 62.4 61.2 63.0 62.4 
Giviliantemploymentw anes) ee ee 8.3 60.4 58.1 59.4 58.6 
A STICUItUTE Baek ete se aires kn Pye en Bs 7.6 8.4 7.9 8.1 Up? 
Non-agricultural industries .......... 0.8 S2ab 50.1 syle 51.3 
Unemployment enere eer es ee Dp eo Sp? 3.6 3.9 

Average weekly hours:* 

Aericulture seer cia chee esos -teubeleyine ts Be 49.1 50.8 48.1 49.9 47.6 
Non-agricultural industries ............... 0 41.1 41.6 40 41.2 


Source: United States Department of Commerce, Current Population Reports, Labor Force. 


a Arithmetic average of monthly averages. 


In the first half of 1950, average unemploy- 
ment rose to 3.9 million, or 6.2 per cent of the 
civilian labour force, despite the fact that the 
gross national product was at its post-war peak. In 
order to evaluate this situation, the first half of 
1950 may be compared with the corresponding 
period of 1948, when economic activity was also 
at a high level and unemployment was much 
lower. The real value of the gross national pro- 
duct increased by about 7 per cent between these 
two periods, while civilian employment rose 
only slightly as a result of increased productivity. 
Agricultural employment, in fact, fell, while non- 


agricultural employment rose by only one per cent 
in the face of a decline of about 2 per cent in 
average hours worked per week. The increase in 
the civilian labour force of 1.9 million was thus 
reflected in an increase in unemployment of 1.7 
million. It is evident, therefore, that the increase 
in productivity and in the labour force would have 
required a larger rise in the gross national product 
than actually took place, in order to keep unem- 
ployment from rising.*® 


16 In the second half of 1950, when the gross national 
product increased further, average unemployment fell to 
2.4 million, or 3.8 per cent of the civilian labour force. 


B. Continental Western Europe, the United Kingdom, Canada and Australia 


This section deals with major economic de- 
velopments in 1949 and the first half of 1950 in 
the following economically developed private en- 
terprise economies: Australia, Belgium, Canada, 
Denmark, France, Italy, the Netherlands, Norway, 
Sweden and the United Kingdom. Although these 
countries are scattered over three widely sepa- 
rated continents, and the structures of their indi- 
vidual economies differ in many important re- 


spects, they nevertheless have a number of sig- 
nificant features in common. They are all private 
enterprise economies with a fairly high degree 
of industrialization, though of course the degree 
varies considerably from country to country. 
Since they are all also relatively open economies, 
their economic activity is to a considerable 
extent affected by developments in international 
trade. 


Production and Employment Situation 


The increases which took place in industrial 
production from 1948 to 1949 in general repre- 
sented a continuation of the upward movement 


that followed the end of the war. In Italy, how- 
ever, where there had been a recession during the 
winter of 1947 and early 1948, the rise in produc- 
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Table 10. Indices of Industrial Production in Continental Western Europe, the 
United Kingdom and Canada,* 1937 and 1947 to 1950 (First half) 
(1948 = 100) 

ee ee, ee 
Country 1937 1947 1949 Fost First 
half half 

ee eee eee se eer eer a a ee ee ee 
BeLQIUM Te eee eee ee es 109 93 102 105 102 
Wanddarieetyae feo eettos’ .. boctwtolee ll... 60 97 102 102 106 
ener © 5:0 a Stee Blo oO eT eae ee Cee Chee ene 78 90 107 106 120 
Pan COD Crt eee te en ee 98 88 109 112 109 
cal VRRer. See ee ce ae ae! 1014 96 106 104 17, 
Netherlands gens Sey fet el os cree oe, Rage SEE hates 88 83 tala! 106 116 
oerey BRS © nebo Bhd Sen eee $i 106 110 117 
Pe ete ree Meaks, 104 107 111 
WInitegEKGn OG OMD. cages, oi. Rete tend ye whe es hes 3 92 89 107 106 115 


Source: United Nations, Monthly Bulletin of 
Statistics; France: Institut national de la sta- 
tistique et des études économiques, Bulletin 
mensuel de statistique. 


tion from 1948 to 1949 represented recovery from 
the earlier recession level. Production continued to 
rise in the first half of 1950, except in Belgium and 
France (see table 10).27 

While the rates of increase in industrial produc- 
_-tion from 1948 to 1949 were generally lower than 
from 1947 to 1948, they rose once again in a 
number of countries from the first half of 1949 to 
the first half of 1950. 

Industrial employment (see table 11) failed to 
keep pace with industrial production; in some 


4a Data for Australia not available. 
b Including building. 

¢ Excluding food manufacturing. 

4 Relates to the year 1938. 


prominent in the European countries which had 
suffered from considerable war-time devastation. 
The increase in output was, however, not con- 
tinuous in all countries; there were setbacks as a 
result of poor harvests in 1948/49 in Australia 
and in 1949/50 in Canada, Sweden and the United 
Kingdom (see table 12). The rise in agricultural 


Table 11. Indices of Number of Wage Earners 

Employed in Manufacturing in Continental 

Western Europe, the United Kingdom, Canada 
and Australia, 1947 to 1950 (First half) 


instances it remained stable or even declined while (1948 = 100) 
production rose, thus reflecting the effects of im- 
provement in industrial productivity.?® Country 1947-1949 First Fire 
a 
The level of industrial production in the first 
Grea - ; Australia#@> ........ 96 101 102 105 
half of 1950 was significantly higher than in the Beiumet. eee 93 94 97 89 
pre-war peak year 1937 in all countries except Canada® anh ac cuban 97 100 99 98 
: Denmarke ec. ee 93 105 104 112 
ic he a below that’ ipranceta eda ogy #102, af ttod Ave 103 
' eases W 
> > geese . ses ek “ae RtaLV a. ete hehe ase 102 99 O98 97 
between 10 and 20 per cent, in the United King- Netiedands see 91 105 104 108 
Norwaviser 50 sores 93 10 103 0 
dom, the Netherlands and Norway, between 25 ee ae ee ie - ‘01 sais inte 


and 50 per cent and in Canada, Denmark and 
Sweden in excess of 50 per cent. 


Agricultural production increased in all coun- 
tries from 1947/48 to 1949/50. The rise was most 


17In the second half of 1950 production increased 
significantly in both Belgium and France as compared 
with the corresponding period of 1949. 

18 In France, the index of employment in manufactur- 
ing increased slightly between the first half of 1949 and 
the first half of 1950, while the index of industrial pro- 
duction fell. However, the apparent decline in productiv- 
ity reflects the fact that the fall in production was associ- 
ated with major strikes whereas the employment index 
covers persons on strike. 


United Kingdom®t .. 


Source: United Nations, Monthly Bulletin of Statistics 
and Economic Bulletin for Europe. France: Institut na- 
tional de la statistique et des études économiques, Bulle- 
tin mensuel de statistique, supplement. 


a Including salaried employees. 

b Including public utilities. 

¢ Including coal-mining, quarrying and water supply. 

4 Index of hours worked. 

e Including building. 

f Including mining. 

g Average of first five months. 

h June 1948 = 100. Series excludes Northern Ireland. 
Beginning June 1948, series refers to estimated numbers 
of workers insured under the National Insurance Act. 
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Table 12. Indices of Agricultural Production 

in Continental Western Europe, the United 

Kingdom, Canada and Australia, 1948/49 and 
1949/50* 


(1947/48 = 100) 


eS 


Country 1948/49 1949/50 
PATIStr alicia nal. cen ccteke meses te oy 99 105 
Belem weeeds ee ee ease ee 107 130 
Ganadamn. pee Wet ae aeeens Beh oo 111 107 
(Denmatrks Awe oa asel a tals 108 130 
France sae ei atoeer see 124 124 
Ttalyaaee ers eo sire estes Sc 109 BB) 
INetherlandsweeeee. > wartime: + oc 118 133 
INOL WA Yate oe eo ee os cass 110 116 
Sweden. lew mec sett rivet 110 109 
Unitediekingdonrares irre 115 112 


Source: Food and Agriculture Organization of the 
United Nations. 


a Statistics relate to crop year from 1 July to 30 June. 


supplies was of far-reaching importance, especially 
in European countries, in that it permitted in- 
creases in real personal consumption and con- 
tributed towards the abatement of inflationary 
pressures. 


The levels reached in agricultural production in 
1949/50 were significantly above the pre-war years 
1934-38 except in France, where agricultural 
production was below pre-war, and in Italy, where 
it was only slightly higher. 


The increases in industrial production from 
1948 to 1949, combined with the changes in agri- 
cultural production and in the rest of the econ- 
omy, led to an increase in the real gross national 
product in all countries (see table 13). The 
real gross national product continued to rise in 
the first half of 1950, with the possible exception 
of Belgium and France, where it may have re- 
mained approximately stable. 


Despite the rise in gross national product, un- 
employment increased in 1949 except in Australia 
and Norway" (see table 14). The increases were 
small in Sweden and the United Kingdom, but 
even in these countries there was a considerable 
easing of labour shortages. In Canada, Denmark, 
France and the Netherlands the increases in un- 
employment in 1949 were more significant, and 
in Belgium the rise in unemployment was of con- 
siderable proportions even though the gross na- 


19 The relevant data are not available for Italy. 
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tional product increased over the 1948 level. The 
rise in Belgian unemployment reflected, in part, 
a rise in the available labour force and, in part, 
an increase in average output per man, as may 
be seen from the fact that the index of industrial 
production in 1949 was about 2 per cent above 


Table 13. Indices of Industrial Production 

and Real Value of Gross National Product in 

Continental Western Europe, the United King- 
dom, Canada and Australia, 1949 


(1948 = 100) 
to A eS eee 
Real gross 
Country Industrial national 
production product® 
AUStt alia cscs $i ea eke a ee at 106» 
Belgium a oe es eee 102 104 
@anada We farses cocker teed 102 102 
Denmiarkee sao eee 107 106 
ETance Wee ee ace ee 109¢ 106 
Ttalyieys Ee eee as ae 106 101 
Netherlands 0 42, eee 111 106 
INOEWA Yom ceri. tae cae cas 106 104 
Sweden; -:.s0e eee Oe coe 104 104 
Uniteds Kingdoms 1074 105 


Source: Industrial production: United Nations, Monthly 
Bulletin of Statistics; France: Institut national de la sta- 
tistique et des études économiques, Bulletin mensuel de 
statistique. 

Data for real gross national product: Australia: Com- 
monwealth Bureau of Census and Statistics, National 
Income and Expenditure, 1949-1950; Belgium: Bulletin 
de l'Institut de recherches économiques et sociales, May 
1950; Ministére des Affaires économiques et des classes 
moyennes, L’Economie belge en 1949; Ministry of 
Finance, Budget des recettes et des dépenses, Exposés 
généraux et Appendices; Statistical Office of the United 
Nations; Canada: Dominion Bureau of Statistics, Na- 
tional Accounts, Income and Expenditure, 1942-1949; 
Denmark: Danmarks Nationalbudget, 1950; France: 
Commissariat général du Plan de modernisation et 
d’équipement, Commission du Bilan, with subsequent cor- 
rections communicated by the Commissariat; Italy: Isti- 
tuto centrale di statistica, Annali di statistica, Serie VIII, 
vol. III, Studi sul reddito nazionale; Conto riassuntivo 
del Tesoro; Netherlands: Central Bureau of Statistics, 
Statistical Bulletin, General Survey, 11 August 1950; 
Norway: Department of Commerce Nasjonalbudsjettet 
1950 (Oslo); Sweden: United Nations, “Implementation 
of Full Employment Policies, 1950-51” (document 
E/CN.1/81); United Kingdom: National Income and 


aa of the United Kingdom, 1946-1949, (Cmd 


« Deflated by over-all indices of prices of consumption 
goods and services; where such indices were not available, 
the cost of living index was used. If each of the com- 
ponents of the gross national product had been divided by 
its respective price index, the result would have been 
much the same, except for Australia, where the increase 
in real gross national product from 1948 to 1949 would 
have amounted to 3 per cent if exports and imports had 
been deflated by their respective price indices. 

b eee relate to 12 months ending 30 June of year 
stated. 

¢ Including building but excluding food manufacturing. 

4 Including building. 
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that of 1948, while the index of industrial em- 


ployment was 6 per cent below (see tables 10 
and 11). 


In the first half of 1950 unemployment was 
somewhat lower than in the first half of 1949 in 
Australia, Denmark, Italy and Sweden, and was 
higher in the remaining countries, but the in- 
creases were negligible in Norway and in the 
United Kingdom. The rise in unemployment gen- 
erally occurred in the face of significant increases 
in gross national product and reflected the fact 
that the increases in the level of economic activity 


Table 14. 


were insufficient to absorb all of the labour force 
that was becoming available both as a result of 
population growth and as a result of reductions in 
labour requirements per unit of output. 
Unemployment existed on a large scale 
only in Belgium” and in Italy, but while in Bel- 
gium it emerged only in the latter part of 1948, 
in Italy it was of long standing. Even before the 
war Italy had a considerable volume of disguised 
unemployment in agriculture; in addition, from 
20In the second half of 1950 unemployment was sub- 


stantially lower than in the corresponding period of 
1949, but was still considerable. 


Unemployment in Continental Western Europe, the United Kingdom, 


Canada and Australia, 1948 to 1950 (First half) 


1948 1949 


Country First Second First Second First 
half half half half half 
Thousands of unemployed: 

PATISt rai a ape e ihe itt MeN i rs 4.0 13 1.9 1,3b 17 

LBS) Wa IETS" a le 2 De ae, (2 emg cae acl Sarina 64.5 99.1 167.2 181.0 186.2 

@anadadeey...se,. Ele aye. Ae aoterte aise 19.0 86.5 151.0 1525 205 
i Deniniar keer tere nics cy mieie ons telgys ee 55.6 47.6 63.3 54.8 60.0 

Tan CeS aroun, waa-0 hi Avatar: toperseetca hei « 122 213 36.2 43.3 57.7 

LEA Ae, =, ae aR TS Ra epee ery Me oi 7, O-Seamel OoeL 1,673.4 

Netherlands). Mike reso oe ee 2h eek ee 45,3 39.6 65.9 $8.7 88.3 

IN OG Wa yit Aigay toh ves Sie ye Rake rine ios . As 12.3 5.8 9.3 6.1 10.9 

SWORN aeod eataew tne, ata. abytee. hare ct bese aks 27.6 23.9 29.7 22.8 IED) 

Winitedakinedom te se. se ieee tee Aree 28.3 334.4 360.8 Bill 365.2 

As percentage of employees (both employed 

and unemployed): 

Australias. setyien sic: seer: vant EN a2 0.2 0.1 0.1 0.1» 0.7 

Belouim ER ek ee ee ee en ee nen 34 Sal 8.4 9.0 9.3 

Canadalcwmmmriet Mee he et ls ete x 3.5 DS 4.3 Be 5.9 

Deri at kee ae Pits I ae a ais ae Be At An 

(ete CCRE >) OE ee ee eee ee See 0.1 0.3 0.4 0.5 

al Vee ee eC nr eo ans Oran hn ee £3 aa * 

Netherlands| 3.5) Fear USOT, ee ‘os 

INOW GU in ee ee oe Pe ee MN me 1.8 0.8 les! 0.8 1.4 

SWECEOMMMES Teeter rte ren ea ee et ols 3.0 DS Bal 23 2.8 

WnitedyKinedom Ley erie eee ee es ilps) 1.51 Ld ite) 1.6 


Source: United Nations, Monthly Bulletin of 
Statistics; International Labour Organisation, 
International Labour Review (Geneva); Aus- 
tralia: Monthly Review of Business Statistics; 
Belgium: Institut national de statistique, Bulle- 
tin de statistique; Canada: Labour Force Bulle- 
tin; France: Commissariat général du Plan de 
modernisation et d’équipement. 

a Recipients of unemployment benefits only. 

b Fourth quarter only; coal strike in third 
quarter. 

¢ Totally unemployed only. 

4 Based on quarterly sample surveys of the 
labour force. 

e Excluding Newfoundland. E 

f Unemployed registered with trade union 
unemployment insurance funds. ) 

g Recipients of relief from public relief funds. 

h Unemployed registered with reporting trade 
unions. F 


i With introduction of National Insurance Act 
in July 1948, coverage of series has been broad- 
ened and thus the degree of comparability 
between data prior to and after July 1948 has 
been slightly reduced. 

j Related to the sum of unemployed and total 
hired civilian employed, excluding rural work- 
ers and domestic servants. 

k Percentage of totally unemployed to total 
insured workers. 

1Related to the sum of total hired civilian 
employed and unemployed. 

m Jn calculating the percentage, January and 
July figures for total hired civilian labour force 
represent the first half and the second half of 
the year. 

» Percentage related to total number of per- 
sons covered by unemployment insurance. 

0 Related to total members of trade unions 
covered. 
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200,000 to 300,000 persons had been enrolled in 
the fascist militia. In the post-war period, large- 
scale visible unemployment emerged because, on 
the one hand, the volume of industrial employ- 
ment did not rise above the pre-war level while, 
on the other hand, the militia was disbanded, 
many members of the armed forces who were 
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demobilized failed to return to the land and the 
labour force had meanwhile grown substantially. 
Although this unemployment existed side by 
side with unused productive capacity in many 
industries, it is likely that a substantial addition 
to existing productive capacity would be needed 
to absorb all of the unemployed effectively. 


Gross National Product and Inflationary Pressures 


This analysis of changes in the gross national 
product from 1948 to the first half of 1950 is 
based on a consideration of the changes in the 
four broad components of the gross national 
product: private investment, the balance of ex- 
ports and imports of goods and services, govern- 
ment expenditure on goods and services, and 
personal consumption. These components are ex- 
pressed in constant prices by dividing their money 
values by the over-all indices of prices of con- 
sumption goods and services.”1 While this proce- 
dure yields only an approximate measure of the 
gross national product in real terms,”? it is in 
general sufficient for the analysis that follows. 
Where it was clear that the separate deflation of 
each component by a more appropriate price index 
would yield significantly different results an alter- 
native variant was employed. In view of the vary- 
ing degree of reliability of the data for different 
countries, only the direction and not the magni- 
tude of the changes in the components is given 
in the tables. 


CHANGES FROM 1948 To 1949 


Private investment rose in a number of the 
countries under consideration; in the countries 
in which it fell, the decline was not very signifi- 
cant and was apparently due largely to a reduc- 
tion of investment in inventories. The continua- 
tion of a high level of investment in fixed capital 
was favoured by high business profits, by the an- 
ticipation of further expansion of markets, by the 


a Where an over-all index was not available, the cost 
of living index was used. In the period under review the 
difference in the movements of the two series is not 
likely to have been significant. 

S Thus the concept which is employed amounts to 
a “consumption equivalent of gross national product”. 
The same concept was used in the preceding section. 


still unfinished process of reconstruction and of 
re-equipment and modernization postponed by the 
war and by the gradual disappearance of bottle- 
necks in the supply of investment goods. There 
was also a considerable backlog of demand for 
housing. 


The balance of exports and imports in 1949 
as compared with 1948 also rose in the majority 
of the countries, mainly on account of the im- 
provement of the merchandise trade balance with 
the non-dollar area.?* 


Government expenditure on goods and services 
in most countries increased as well, largely because 
of continued expansion in public investment and 
also, in a number of countries, because of larger 
military expenditure. In the United Kingdom the 
increase in expenditure on health insurance** was 
an important factor. 


On balance, the real value of the sum of the 
above three non-consumption components of the 
gross national product (i.e., private investment, 
the balance of exports and imports, and govern- 
ment expenditure on goods and services) increased 
or remained roughly constant in all countries 
except Canada, where it registered a small decline 
(see table 15). 


A rise in non-consumption expenditures tends, 
of course, to add to private incomes and therefore 
to generate an increase in demand for consump- 
tion goods and services. Private incomes available 
for personal consumption are, however, also re- 


28 For a discussion of factors bearing on changes in 
the volume of international trade, the direction of trade 
and the methods by which it was financed, see part II 
of this report. 

_ *4In United Kingdom national income accounts, this 
item is treated as public expenditure on goods and 
services rather than as a transfer payment. 
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Table 15. Analysis of Changes in Gross National Product, in Real Terms, in Continental Western 
Europe, the United Kingdom, Canada and Australia, from 1948 to 1949 


(Sign indicates direction of change) 


a i a a ee ee ee es 2 


Item Australia® Belgium Canada Denmark France Italy ebay ie Norway Sweden aioe 
ea ee ei ea a ee ee en eID 
(1) Gross domestic private in- 

NEST 5, copiclcvasieltite cubes = = = + — — + + —_ --b 
(2) Balance of exports and im- 

DOUISCB ap. a'e sate. SUN ae 2: + |. — = whe ae ae aes fe ae 
(3) Government expenditure on 

goods and services ..... + — aa a + 0 — + + +4 
(4) Total non - consumption 

COMPONENTS ee as opel a. — + + 0 +. 0 + + 
(5) Government revenue mi- 

nus transfer payments.... + wy — 0 ah ae 0 ae of 
(6) Gross domestic private in- 

vestment, balance of ex- 

ports and imports, and 

budget deficit (4) — (5)... + e at ={- aE ts + 0 + -- 
(7) Personal consumption .... + te + 4 + — + + + 
(8) Gross national product 

£2 Naekea (Zi Screw > 2s a= =i oF SF ae ae ae SF tr ar 


Source: See source of data for real gross national 
product in table 13. 

a Data for fiscal years ending 30 June. 

b Including public investment. 

¢For France and the United Kingdom, government 


duced by increases in net government revenues”® 
and augmented by government transfer payments 
to individuals. In analysing the demand for con- 
sumption goods and services, it is necessary there- 
fore to substitute budget deficits for government 
expenditures on goods and services and thus to 
consider the changes in the sum of private invest- 
ment, the export-import balance and the budget 
deficit. Net government revenue minus transfer 
payments rose, in all countries except Canada,”° 
where it fell owing to a substantial reduction in 
income tax rates. The net result was such as to 
leave the sum of private investment, the export- 
import balance and the budget deficit unchanged 
or higher in all instances. Thus these primary 
changes in income tended to maintain or increase 
consumer demand. 


Other factors, however, also affected the level 
of consumption. In the group of economies which 
in 1948 still had comprehensive rationing and 
price controls—the United Kingdom, the Scandi- 
navian countries, the Netherlands and Australia— 
these factors differed from those affecting the 


25 Tax revenues plus net earnings of government enter- 
prises less subsidies. 
26 See table 15. 


expenditures abroad are excluded from government ex- 
penditures on goods and services, and corresponding ad- 
justments have been made in the balance of exports and 
imports. 

4 Including national health service. 


economies of Belgium, France, Italy and Canada, 
which by 1948 no longer had any important 
domestic controls. 


In the first group of economies, the most 
important additional factors affecting the level of 
consumption were (a) the reduction in pent-up 
demand which had been supported by liquid sav- 
ings accumulated during the war and (b) the 
improvement in supply conditions for scarce con- 
sumption goods. The abnormal demand for con- 
sumption goods in this group of countries was 
still an important factor in 1948. During the war 
years the demand for semi-durable and durable 
commodities remained unsatisfied while liquid 
savings accumulated.** The pent-up demand was 
satisfied only at a slow rate in the immediate 
post-war years because of a continued shortage of 
goods, but in 1949 the reduction in such pressure 
became apparent. 

While the weakening of pent-up demand in 
1949 tended to reduce the level of consumption, 
the improvement in the supply of essential com- 
modities tended to raise it. This was especially 


27 Only in the Netherlands was a substantial part of 
these savings eliminated by monetary reform immediately 
after the war. 
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true in the case of food, where increased supplies 
led either to derationing or to an increase in 
rations and the elimination of scarcities at con- 
trolled prices. Although the main effect of this 
change was a relative shift in consumption from 
non-essential to essential commodities previously 
in scarce supply, it may also in many instances 
have resulted in a tendency to increase total con- 
sumption in relation to income. 


The net effect of the primary changes in in- 
come, reduction of pent-up demand and improve- 
ment in the supply position was to increase 
consumption in all countries”* except the Nether- 
lands, where it fell significantly.2° In Norway and 
in Australia, the rise in consumption was con- 
siderable in relation to the change in income. In 
these countries the over-all inflationary pressures 
were still very high in 1948; consequently the 
improvement in the supply position, which per- 
mitted derationing and the elimination of shortages 
at controlled prices, was the predominant factor. 


With respect to the countries in the second 
group of economies which no longer had controls 


28 The increase in the United Kingdom was small, 
partly because the benefits under national health insur- 
ance are included, not in consumption, but in govern- 
ment expenditure on goods and services, while private 
expenditure on health, included in “personal consump- 
tion”, tended to diminish. 


Table 16. 
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in 1948, personal consumption increased some- 
what in France, Italy and Canada.*° In the last 
two countries the rise in consumption was in line 
with the primary change in incomes. The data 
are inadequate for determining whether this 
was also true in Italy. In none of these countries 
does the reduction of pent-up demand appear to 
have been an important factor in affecting the 
level of consumption in 1949, since such demand 
was probably largely eliminated prior to that year. 
In France and Italy an important factor in the 
elimination of pent-up demand was the fact that 
liquid savings accumulated during the war were 
depreciated by inflation in the immediate post-war 
years. The increase in consumption in all three 
countries was made possible by improved supply 
conditions, especially in food. 


Although consumption decreased in some coun- 
tries, and the sum of the non-consumption com- 
ponents fell in others, the gross national product 
rose in all these countries (see table 15). Table 16 
shows the indices of consumption in 1949 in 
relation to 1948, together with the indices of the 


29 In the Netherlands an additional factor which af- 
fected consumption unfavourably was the redistribution 
of income from wages to profits as a result of decontrol 
in 1949, 

80 Conclusive data on personal consumption are not 
available for Belgium. 


Indices of Real Gross National Product and Real Personal Consumption 


in Continental Western Europe, the United Kingdom, Canada and Australia, 1949 


Gross national 


Personal consumption» 
Personal — 


Country product® consumption® Aggregate Per capita 
(1948 = 100) (1988 = 100) 
AUSUCAlig a eegeern dyer nist eR ans ac eee ane ante reee 106 105 145¢ 129¢ 
Canada aes Le ara rte Aes Be Ee Rae TERE? ane 102 103 1784 1504 
Denmankees mace a ation Areas tl Mata cdaiee mene ra (Ne 106 104 117 104 
FLanceaee vests hace ine a LNT tte OT 106 101 98 97 
Thal ye Saetir isc ate ty eee tena wate eh ape 101 102 sp — 
Netherlands’. 1g. wean. ire re met  eae eUREna 106 97 112 98 
NOPway eh ak ate Nite a ser ae eS 104 107 shits} 103 
SWOdGD co mot sett nae tae Come Renata en amen 104 101 1294 1174 
United sikingdomt, tay ane ee 105 102 10Se 99e 


eS 


Source: See source of data for real gross 
national product in table 13. 

4 Defiated by over-all indices of prices of 
consumption goods and services; where such 
indices were not available, the cost of living 
index was used. If each of the components of 
the gross national product had been divided by 
its respective price index, the result would have 
been much the same, except for Australia, 
where the increase in real gross national product 
from 1948 to 1949 would have amounted to 
about 3 per cent if exports and imports had 


been deflated by their respective price indices. 

b Estimates of the United Nations Economic 
Commission for Europe, except for Australia, 
Canada and Sweden. 

¢ Cost of living index was used for deflation; 
figures relate to fiscal years ending 30 June. 

4 Deflated by the over-all index of prices of 
consumption goods and services. 

_° Excluding public expenditure on health ser- 
vices, which are included in government ex- 
penditure on goods and services rather than in 
personal consumption. 
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Table 17. Rationing in Continental Western Europe, the United Kingdom and Australia, 1948 


and 1950 
Ste oe a eS aE EL Ee 2 Te ne Oe eee 
Commioaiey Rationing in the middle of 1948 Rationing at the beginning of 1950 
ther- United - i 
Australia Denmark Bp Norway Sweden Rina ion Australia Bie ee Norway Sweden eynites 
Bread Gar ees. 2s x x x x 
aye DLOdiCtS geen x x 38 x 
© MiaPeMenei eels ays) ek x x x xX x xX x x 
Fats and Ouse x x x x x x x K x x 
Cheeses... x is x ng x 
ite a.) (ee oe ae xa x x 
| Se ari Poneealinease era Saat x x x x 
DUSEE eos ss ped x x x ne x x x x x 
Confectionery : x x x xe x 
Cate ENS 5 Cosas x x x x x x 
(Cesiise So ae Xs x Ki x x Ki x x 
Cocoa... OSA Aer x x x 
LODE CCO wire rar seins x x 
SDE Mee ee as x x x x x x 
UTC LS ee atc hes x X x x x x x x 
Gasoline Seeeneeee xb x x x 
Textiles, clothing .... xa x x x x xe 
Rootweanieee ts x x 
Source: Australia: Commonwealth Bureau of Census Kommerskollegium, Kommersiella Meddelanden; United 
and Statistics, Official Year Book, 1946-1947 (Canberra, Kingdom: British Information Service. 
June 1949) and Australian News Summary; Denmark: 
Statistiske Departement, Statistisk Aarbog, 1948 and 1949; a Rationing abolished in June 1948. 
Danish Information Office, News from Denmark; Neth- b Rationing abolished in June 1949, reinstated in No- 
erlands: De Nederlandsche Bank, Report, 1948; The vember 1949 and abolished again in February 1950. 
Economist (London, 12 November 1949); Norway: ¢ Rationing of textiles was less comprehensive than 
Norges Handels-og Sjéfarts-tidende (Oslo); Sweden: previously. 
real gross national product. It also shows the a number of commodities could be derationed 
indices of consumption in 1949, both on an without reductions in real wages. Table 17 indi- 
aggregate and on a per capita basis, in relation to cates the progress of derationing in these coun- 
1938. Consumption per capita was still slightly tries. By the beginning of 1950 rationing was still 
below the pre-war level in France, the Nether- an important factor only in the United Kingdom 
lands and the United Kingdom, above pre-war and Norway, and, to a lesser extent, in Denmark. 
in Norway and Denmark and considerably higher Price controls were still maintained in many of 
in Sweden, Australia and Canada. these countries, but they were much less rigid 
Increases in the real gross national product and than before, and shortages of price-controlled 
in consumption were, in general, accompanied by goods were disappearing. ‘Thus, where price con- 
a subsiding of inflationary pressures. It is, again, trols were maintained, prices on the whole ee 
convenient to consider separately the group of not significantly below the levels which would 
economies which still had comprehensive rationing equilibrate demand and supply. 
and price controls in the middle of 1948 (the Except in the Netherlands, derationing and the 
United Kingdom, the Scandinavian countries, the elimination of scarcities at controlled prices were 
Netherlands and Australia) and the second group not accompanied by any significant shift in the 
of economies, which no longer had such controls relative distribution of income from wages to 
in mid-1948 (Belgium, France, Italy and Canada). profits. Since consumption and real private income 
In the first group of countries, inflationary generally increased somewhat, the real value of 
pressures subsided because of the reduction in total labour income also rose in about the same 


pent-up demand and the increased supply of proportion. Employment increased only slightly, 
essential consumption goods, with the result that and real wage rates in general were either main- 
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tained or increased to a slight extent. Broadly 
speaking, the maintenance of real wages or 
their increase despite decontrol was a reflection 
of increased productivity and improved food 


supply. In the Netherlands, where the distribution © 


of income was adversely affected by decontrol, 
real wages fell somewhat. 

Prices rose only to a small extent in this group 
of countries, except in Australia, where both 
prices and wages continued the upward trend 
which prevailed in 1948 when controlled prices 
were being increased (see table 18). 
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The countries of the second group, with the 
exception of France, show approximate price 
stabilization®! (see table 18), accompanied by 
moderate advances in real hourly earnings in 
industry (see table 19). In France, there was a 
slowing down of price increases while real hourly 
earnings in industry in 1949 averaged the same 
as in 1948 and declined slightly from the first to 
the second half of the year. 


31In Italy, inflation had already been arrested in the 
second half of 1947 in the course of a recession which 
lasted until about the middle of 1948. 


Table 18. Indices of Cost of Living and Food Prices in Continental Western Europe, 


the United Kingdom, Canada and Australia, 1948 and 1949 


(1948 = 100) 
1948 1949 
Country and item First Second Full First Second 
half half year half half 
Australia: 
Costfofc living wae coarse: 98 102 109 107 112 
O00 wae ee ere AE «5 96 104 111 109 112 
Denmark: 
Costzofslivin stn. arr ic ree ns 99 101 101 102 101 
TRO Y6 Easier wader. i, Seal stom Steed desir, ieee denen RR 99 100 101 100 101 
Netherlands: 
Cost@otslivin gtk ac: eee et ren se 99 101 106 106 106 
COXOTU Es ond Ree ERO EROR DRED eee ee toa 98 102 109 110 109 
Norway: 
Costeorslivin gaerecr..en. ee etn eee ere 101 99 100 100 101 
TF OOd Dee SP hn cA. eee ee eae 102 98 99 98 100 
Sweden: 
Costiof living? Sites..40-9 a4. be ieee te cise 99 101 102 102 102 
[ROOG Se aye Vee ont hgh hi ye ee ee 99 101 101 101 101 
United Kingdom 
GCostrolsliving aaa 99 100 103 102 
apnea Riche gk 104 
O00 EASE ES tt ERE te ok ee. 101 100 106 102 109 
Belgium: 
Costiols living? =e eee 99 101 97 9 
RARE MR. 8 
HOO Rae htevags) oa awa as Lae ee eee ie 99 102 95 96 Od 
Canada: 
Cost of living ........ 98 102 104 
ee eee ae 8 103 105 
OOdg nee 4 Ato Ve, Se eae 96 104 104 103 105 
France: 
Consumer pricese ..... 95 104 
a Pee a Rare ae 116 113 
FOOdC HI AES, re ne ee eee 98 102 104 101 08 
Italy: 
Costyoiplivine seo: 100 100 
oa WS ee ee 101 103 
FOOd pst lor p82 5sr 0 cic, sid «oe a 101 99 100 102 aoe 


_ 
Source: United Nations, Monthly Bulleti a i ion i 

Statistics; France: Conunicsasinia eeneraia in ath Ae es ik wanadae a 

Plan de modernisation et d’équipement; Swe- 


den: Kommerskollegium, Kommersiella Medde- 


landen. 


country. 


> Retail prices, excluding rent. 
¢ Derived from national income statistics. 
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Table 19. 


Indices of Real Hourly Earnings* in Continental Western Europe, the 


United Kingdom, Canada and Australia, 1948 and 1949 
(1948 = 100) 


1948 1949 
Country First Second Full Firat Second 

half half year half half 
PAUSLEG 18,0 eee ar ee REPS o ictic ae ah oes eis 99 101 101 101 101 
DEniiarkomeaere sake Meine ak hese RS 99 102 105 103 106 
INGtherlandsGiaee oe Bn whe LB 100 100 97 97 97 
INOL WAV CeCe ee arte ec ea ee eee 98 103 105 104 106 
Sweden . Re ERA sh CORR SU Basalt Se 100 100 102 102 102 
na tedie Rin PAO mee oe ae ee ay ate 998 1014 vm 1018 
TSYSURET UNO TEEN 4590 SAE SR hae Pe eee ERE ne 99 101 106 106 107 
(CERES EHS <0, one delle al tale 8 dir ts wg Ae Mat 99 101 104 104 104 
IRTAN CSRS. AEE eer ee ye REM, Se 101 99 100 101 99 
italy ieee etree atesee. eto Fe ee 97 103 103 100 105 


Source: United Nations, Monthly Bulletin of 
Statistics; Belgium: Bulletin de l'Institut de re- 
cherches économiques et sociales; France: Com- 
missariat général du Plan de modernisation et 
d’équipement; Institut national de la statistique 
et des études économiques, Bulletin mensuel de 
statistique; Italy: Istituto centrale di statistica, 
Bollettino mensile di statistica. 


a Hourly earnings deflated by cost of living 
index shown in table 18. 

b Rates for adult males in manufacturing, 
mining, construction, transportation, commerce 
and services. 

¢ Earnings in manufacturing, construction, 
transportation, commerce and services. 


CHANGES FROM FIRST HALF OF 1949 TO FIRST 
HALF OF 1950 

The developments in the group of economies 
which still had rationing and price control in 
1948—the United Kingdom, the Scandinavian 
countries, the Netherlands and Australia—show 
a considerable degree of similarity and, again, 
will be analysed separately. The parallelism of 
developments in this group is largely based on 
the following two factors: (a) all of these coun- 
tries depreciated their currencies by 30 per cent 
in relation to the dollar in the autumn of 1949; 
and (b) these countries, as has already been 
stated, gradually decontrolled in the course 
of 1949. 

In the first half of 1950 private investment and 
government expenditure on goods and services 
rose in real terms,*? as compared with the first 
half of 1949. These increases were only partially 
offset by the deterioration of the balance of ex- 
ports and imports of goods and services in most 


32 As in the preceding section, all quantities in real 
values were obtained by deflating the money values by 
indices of prices of consumption goods and services. 


4 Rates for male workers in manufacturing, 
mining and construction. 

e Earnings for male workers in manufactur- 
ing, mining, building and construction. 

f Karnings in manufacturing. 

& April. 

h October. 

iRates in manufacturing and transportation 
inclusive of family allowances. 

j Hourly earnings of male and female work- 
ers in manufacturing and mining published by 
the Ministry of Labour. 

k Rates for male workers in manufacturing, 
mining and construction, inclusive of family 
allowances. 


countries.** The volume of personal consumption 
also increased, except in the Netherlands, although 
in some instances the rise was relatively small. In 
the Netherlands, consumption remained at about 
the same level. The gross national product thus 
increased in all countries of this group. 

To a considerable extent, the rise in private 
investment was due to an increase in investment 
in inventories as a result of anticipation of price 
increases after devaluation. To a minor degree 
such anticipation may also have contributed to 
the maintenance or the increase of investment in 
fixed capital. Investment in these economies was 
favourably affected by the fact that the post-war 
demand, especially in housing, was not yet fully 
satisfied, and that industrial production continued 
to increase. 

The balance of merchandise exports and im- 
ports (deflated by over-all indices of consumer 
prices) deteriorated in all countries, since the 


33 Data on invisibles for the first half of 1950 are not 
available for the Netherlands and Australia, but it ap- 
pears unlikely that the changes in invisibles would alter 
the position of these countries significantly. 
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effects of the unfavourable change in the terms of 
trade resulting from devaluation were not counter- 
balanced by increases in the balance of export and 
import quanta.*+ In the United Kingdom, despite 
the deterioration of the balance of merchandise 
trade, the balance of exports and imports of goods 
and services improved somewhat as a result of a 
rise in receipts from invisibles. 


The sum of private investment plus the export- 
import balance plus the budget deficit rose in all 
instances in real terms during the first half of 
1950, as compared with the corresponding period 
of the previous year. In the Scandinavian coun- 
tries the volume of personal consumption increased. 
in line with this primary increase in incomes, but 
in the United Kingdom and Australia the rise was 
relatively small, and in the Netherlands consump- 


384 The direction of trade and the methods used in 
financing it are discussed in detail in part II of this report. 

35 The rise in import prices resulting from devaluation 
is also likely to affect the distribution of income. Indeed, 
if prices of finished goods are established by percentage 
markups over prime costs, absolute profit margins rise in 
relation to wage costs when prices of imported raw mate- 
rials rise. 


tion remained almost stable. The situation in the 
latter three countries was due to a shift in the dis- 
tribution of income from wages and salaries to 
profits and farmers’ incomes, which resulted from 
decontrol and from the rise in export prices in 
home currencies after devaluation.*° 


The relative change in the distribution of in- 
come tended, of course, to reduce real wage rates 
from the first half of 1949 to the first half of 1950. 
Moreover, since devaluation increased the prices 
of imported goods significantly, both because im- 
ports from the dollar area became more expensive 
in inverse proportion to the devaluation and 
because export prices of soft currency countries 
rose somewhat,?° while money wages in most 
instances increased relatively little, there was an 
additional downward pressure on real wages.*? 


36 In some instances there may also have been increases 
in the domestic prices of commodities whose export 
prices had been raised in terms of home currency as a 
result of devaluation. 


37 The rise in import prices was not offset by subsidies 
except in Sweden and the Netherlands; on the contrary, 
in some instances subsidies were reduced. 


Table 20. Indices of Prices and Wages in Continental Western Europe, the United 
Kingdom, Canada and Australia, 1950 (First half) 
(First half 1949 = 100) 
Export Import Cost of Real hourly 
Country prices prices living earnings 

AUIStrAliame ©. sek tte See eee emt tee ee SUN” te VA MER 130 a 109 99a 
Denmark med. caih tahoe weather natch 103 110 102 a 
Netherlandstrwme cara creat on veer tts Menor ee 102 108 108 97b 
INL WAV Pie ri Ratios tera AEN ee LC aaa eee 95 111 103 HS 
SWEGEM aera it kta ons tek ies: (ne uae eted Solel g te. 98 108 100¢ 1044 
Lalninial lennpzelofeneg OR One a kad eg ox oe de oe 105 112) 1034.7" 100e 
BOL gins Arties tn tet. Le cee ks a cy eee ae 84 94 97£ 105s 
Canadarecc: we. eet See a ee ete FT 100 105 102 102¢ 
[STANCE Ripe om tir Sorina heres Rae nent wore eet 105 al 1108 95 
hE apoio Glee ae Soi By Ma aks Sater ew FA ra 8 Nee Wea 92 92 95 113i 


nr 


Source: United Nations, Monthly Bulletin of — 


Statistics and International Monetary Fund, 
International Financial Statistics. 

Belgium: Bulletin de l'Institut de recherches 
économiques et sociales; France: Commissariat 
général du Plan de modernisation et d’équipe- 
ment; Institut national de la statistique et des 
études économiques; Italy: Istituto centrale di 
statistica: Bollettino mensile di statistica; Swe- 
den: Kungl Socialstyrelsen, Sociala Medde- 
landen. 


ca Rates for adult males in manufacturing, 
mining, construction, transportation, commerce 
and services. 


b Rates for male workers in manufacturing, 
mining and construction. 

¢ Cost of living index weighted by total con- 
sumption. 

4 Parnings in manufacturing and mining. 

e Earnings in manufacturing. 

f Retail prices excluding rent. 

& Earnings in manufacturing and transporta- 
tion inclusive of family allowances. 
_ Consumer price index derived from national 
income statistics and adjusted by index of fam- 
ily consumption prices. 
_ 1Earnings for male workers in manufactur- 
ing, mining and construction; including family 
allowances. 
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Advances in productivity and improvements in 
food supplies were, however, important counter- 
acting factors. 


On the whole, real wages either remained un- 
changed or fell moderately in the first half of 
1950 compared with the first half of 1949. There 
were generally only rather small changes in the 
cost of living and in money wages. In the Nether- 
lands and in Australia, however, both the cost of 
living and wages increased significantly, with the 
latter lagging somewhat behind (see table 20). 


Since the second group of countries, i.e., 
Canada, Italy, Belgium and France, had practi- 
cally no controls in 1948, they did not experience 
any of the repercussions that follow decontrol; 
their devaluation in relation to the dollar was 
smaller than for the first groups,** and their 
currencies appreciated in relation to the currencies 
of the first group. The economic changes which 
they experienced from the first half of 1949 to 
the first half of 1950 were so diverse as to require 
separate description. 


In Canada, private investment increased slight- 
ly, and there was also some rise in government 
expenditure on goods and services. The balance 
of exports and imports showed a minor decrease. 
There was, moreover, some fall in the amount of 
revenue retained by the Government after deduc- 
tion of subsidies and transfer payments. Thus the 
sum of private investment, the export-import bal- 
ance and the budget deficit increased. Personal 
consumption rose in line with the additional de- 
mand thus generated, and gross national product 
and industrial production therefore also showed 
advances. The rise in productivity and the im- 
provement in the supply of food resulted in a 
small increase in real wages. 


In Italy, there was a rise in private and public 
investment, especially in residential building. The 
balance of exports and imports improved to some 
extent as a result of an increase in merchandise 


38 The devaluation in relation to the dollar amounted 
to 8 per cent in Italy, 10 per cent in Canada, 12 per cent 
in Belgium and 22 per cent in France. 

39 As a result of a considerable deterioration in the 
terms of trade, the incomes generated by the sum of the 
non-consumption components in fact fell considerably 
because the balance of the values of exports and imports 
showed a much greater reduction than the balance of 
the quanta. However, since the change in the terms of 


exports and of receipts from pilgrims. The in- 
creased consumer demand thus generated could 
be met because of a considerable improvement in 
agricultural supplies, especially of food. The gross 
national product increased significantly in the 
first half of 1950 when compared with the first 
half of 1949. The improvement in the food supply 
position, the reduction of import prices resulting 
from appreciation of the Italian currency in rela- 
tion to other soft currencies and the considerable 
rise in industrial productivity contributed to a 
substantial increase in real wages. 


In Belgium, private investment increased be- 
cause of a rise in residential building, which was 
stimulated by government subsidies, and appar- 
ently also because of a shift from liquidation of 
inventories in the first half of 1949 to stable or 
even increasing inventories in the first half of 
1950. Government expenditure on goods and 
services also increased somewhat. The balance of 
exports and imports deteriorated, primarily be- 
cause of the considerable adverse change in terms 
of trade; but even with the elimination of this 
adverse change, the balance of the quantum of 
exports and of imports still showed a drop, owing 
to a greater rise in the volume of imports than in 
the volume of exports. The sum of private invest- 
ment, government expenditure on goods and 
services and the balance of the quantum of 
exports and of imports was most likely maintained 
and may even have increased. The same appears 
to be true of the volume of consumption®® and 
thus of the gross national product.*° 


The improvement in food supplies and the 
increase in productivity were reflected in a de- 
cline in the cost of living and in an increase in 
real wages. It should be noted in this connexion 
that import prices did not rise, but even fell 
slightly, because the depreciation of the Belgian 
franc in relation to the dollar was more than 
offset by its appreciation in relation to the soft 
currencies. 


trade resulted to a great extent from a considerable cut 
in steel export prices, the resulting fall in incomes in- 
volved mainly a reduction in profits, and it therefore 
probably had little effect on consumption. 

40 Owing to the fact that the separate deflation of im- 
ports and exports in this case yields significantly different 
results from those obtained by deflating all components 
of the gross national product by an index of consumer 
prices, it is the former variant which is employed here. 
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In France, it appears that private investment in 
fixed capital in the first half of 1950 was smaller 
than in the corresponding period of 1949.** On 
the other hand, there were offsetting or perhaps 
even more than offsetting increases in the balance 
of exports and imports and in government ex- 


41 }t is difficult to determine to what extent this may 
have been due to the strikes in the steel industry and to 
what extent to a decline in demand for investment. 
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penditure on goods and services. Consumption 
apparently diminished slightly, and the gross 
national product seems to have remained at 
approximately the same level. There was a rather 
substantial increase in consumer prices owing in 
part to the rise in import prices. Its effect was 
only partly counterbalanced by an increase in 
money wages so that real wages fell significantly 
as compared with the first half of 1949. 


wa 


Chapter 2 


CENTRALLY PLANNED ECONOMIES OF EASTERN EUROPE 


Changes in Production, Consumption and Real Earnings 


In the planned economies of eastern Europe, 
industrial production continued to increase in 
1949 and in the first half of 1950. The rates of 
increase are shown in table 21. These are gen- 
erally lower than the rates of increase from 1947 
to 1948, chiefly because the part played by the 
rehabilitation of damaged plant and equipment in 
the increase in industrial production was much 
smaller in 1949 and 1950 than in 1948, and the 
same rate of increase in output required much 
greater investment in new plant and equipment 
than before. 


Table 21. Indices of Industrial Production in 
Eastern European Countries, 1949 and 
1950 (First half) 


1950 First half 


Country 1949 (First half 
(1948 = 100) 1949 = 100) 
Bulgaria weseee eA: ee crs oe 130 123 
@zechoslovakiaw 22/7). 2). 24-2 116 114 
Funcary Mines sao oe See 142 141 
Glande = Seti kee 123 125 
ROMANIA SFE s-15. Pemeber tte. 5. 140 1358 
ISSR VSR Aer. Ate ede, base ee 120 122 
AU COSIAVIA Etna, hae oes as: 112 mn 


Source: Reports on the execution of national economic 
plans and other official publications. 


a Second quarter of 1950 compared with second quar- 
ter of 1949. 

The notable differences among the rates of 
increase in various eastern European countries 
are accounted for by differences in the starting 
levels and in the degree of recovery previously 
achieved by the individual countries. While in 
Czechoslovakia, which suffered much less from 
war damage than most other countries, the 
rehabilitation of existing plant and equipment 
was achieved at an earlier date, in Poland recon- 
struction played an important role even in 1949, 
and in the Union of Soviet Socialist Republics the 
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territory occupied by the Germans during the war 
was rehabilitated only in the second half of 1949. 
In all countries in this group the rate of increase 
was generally higher in the output of heavy 
industry than of light industry—treflecting the 
stress on heavy industry in government plans. 

The increase in industrial production was 
associated with a substantial rise in both employ- 
ment and productivity. The rise in industrial 
employment, indicated in table 22, involved a 
continued flow of the farm population to industry 
as well as an increase in the proportion of women 
employed in industry. The relatively high level of 
unemployment which existed in Hungary until 
1949 as a result of inadequate productive facilities 
was reported as practically eliminated in 1949. 


The increase in industrial production in 1949 
was accompanied by an increase in agricultural 
output, except in Yugoslavia.1 The output of 


1 The decline in agricultural output in Yugoslavia in 
1949 was minor, but in 1950 there was a drastic reduc- 
tion in the harvest as a result of drought. 


Table 22. Indices of Industrial Employment 
in Eastern European Countries, 1949 and 
1950 (Second quarter) 


1950 Second quarter 


Country 1949 (Second quarter 
(1948 = 100) 1949 = 100) 
Bulcatian mrs cme cme renee ni 114 
@zechoslovakiame jeer 105 ft 
Flun gary eicmien rican een 1208 115 
Poland Pes soar eee 116 ae 
Romania ey fcr eee 123> 118 
TSS Re ices rept tenes os 105» 108 


Source: Reports on the execution of national economic 
plans and other official publications; second quarter of 
1950: United Nations, Economic Bulletin for Europe, 
vol. 2, No. 2 


a First half of 1949 in relation to first half of 1948. 
b Total wage and salary earners. 
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grains increased 9 per cent in the Union of Soviet 
Socialist Republics, 5 per cent in Poland and 
16 per cent in Czechoslovakia. There was also a 
considerable increase in the output of livestock 
products and of crops for industrial use. The rise 
in agricultural output in 1949 was accounted for 
by favourable weather conditions and by the 
increase in acreage, the supply of fertilizers and 
the availability of tractors and other farm ma- 
chinery. 

The increase in industrial and agricultural out- 
put resulted in a substantial rise in the supply of 
consumer goods. In Poland and the Union of 
Soviet Socialist Republics, for which over-all data 
are available on the volume of sales of food and 
of industrial consumption goods, the increase was 
of the order of 20 per cent between 1948 and 
1949.2 The improvement in the supply of con- 
sumer goods was the primary factor in the 
increases in real wages in all countries under 
review and in the gradual derationing in Czecho- 
slovakia and Hungary. 


A contributing factor in these developments 
was the introduction of measures to restrict 
private demand. In all the countries (except the 
USSR) a significant share of income was derived 
from private enterprises, and the pressure of de- 
mand upon supply was reduced in 1949 through 
a reduction of such income by a variety of 
measures. These included control of private profit 
margins, higher rates and stricter measures of 
taxation and the continuing replacement of 
private industry and trade by co-operatives and 
government shops. 


To the extent to which rationing still existed 
in 1949 in some countries (Czechoslovakia, 
Hungary and Yugoslavia), other measures, such 
as the use of additional supplies to introduce or 
extend free sales of consumer goods in govern- 
ment stores, also contributed to a decrease in the 
pressure of demand. The dual system of prices in 
government trade served to divert to government 


2In the Union of Soviet Socialist Republics, this esti- 
mate relates to the volume of sales in government stores 
and co-operatives, but is roughly representative of the 
increase in total sales because it is unlikely that any 
significant change occurred in the ratio of sales by gov- 
ernment and co-operative stores to sales in collective 
farm markets. 

3 The collective farms are required to deliver assigned 
quotas of farm products to the Government, but are per- 
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stores, from black markets and free farm markets, 
a part of the income of higher paid workers, 
salaried employees, professionals, farmers and 
traders, thereby reducing private profits and the 
effect of such profits on over-all demand. 


In the Union of Soviet Socialist Republics, the 
prices of consumer goods in government stores 
were considerably reduced in the first quarter of 
1949; this price reduction was followed by a 
decline in prices in co-operative stores and collec- 
tive farm markets. Together with some rise in 
money wages, these price reductions resulted in a 
12 per cent increase in real wages, compared with 
1948. In the first quarter of 1950 the retail prices 
of consumer goods in government stores were 
again reduced—by 21 per cent on the average. 


Poland was the only country in eastern Europe 
in which retail prices increased in 1949; the cost 
of living index rose 4 per cent from 1948 to 1949. 
The increase for labour employed in the govern- 
ment sector was much higher than is indicated 
by the cost of living index based on prices 
of non-rationed goods, because of the abolition 
of rations which had previously been distributed 
at prices very much below non-ration levels. The 
effect of derationing on real wages was, however, 
compensated by corresponding wage increases. 
In addition, a readjustment of the wages of lower 
paid employees took place in the beginning of 
1949 and resulted in a substantial increase in 
money wage rates. 


A considerable rise in investment was the 
major factor in the increase in the pressure of 
demand upon available supplies of consumption 
goods. This pressure was chiefly concentrated on 
meat, the demand for which had increased in 
relation to other consumer goods, as compared 
with pre-war levels, because of a more equal 
distribution of income. Priority purchases of meat 
were introduced in 1949, and prices of meat were 
increased in the beginning of 1950.* The effect of 


mitted to sell the remainder of the output to trade co- 
operatives and in local markets at free market prices. 
Goods produced on individual holdings of members of 
collective farms are also sold in local markets. 

* Textile prices were also raised, but this increase was 
designed to restrain the consumption of goods involv- 
ing the use of foreign raw materials in order to conserve 
scarce foreign exchange. 


a“ 
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this increase on the cost of living was offset by an 
increase in wages and salaries. 


Inflationary pressures continued into 1950, and 
in October 1950 the Government undertook a 
monetary reform which involved the cancellation 
of two-thirds of the purchasing power of the notes 
in circulation. The reform was brought about by 
the exchange of old zloty notes for new zlotys at 
the rate of 100 to 1, while prices, wages, taxes 
and other legal transactions were revalued at the 
rate of 100 to 3. Savings bank deposits and, up to 
a certain limit, other bank deposits were also 
revalued at 100 to 3. 


In Czechoslovakia, the introduction of free 
sales in government stores at prices considerably 
above ration prices was followed during the 
second half of 1949 by repeated reductions in 
such prices. After the 1949/50 harvest, bread, 
flour, pastry and potatoes were released from 
rationing. The price of bread remained unchanged 


During the period under review most of the 
eastern European countries completed their first 
post-war plans for reconstruction and embarked 
upon new long-term plans of economic develop- 
ment. Bulgaria, Czechoslovakia, Hungary and 
Poland started new five-year or six-year plans; in 
1950 the Union of Soviet Socialist Republics 
entered the last year of its post-war plan; and the 
five-year plan of Yugoslavia was scheduled for 
completion in 1951. Romania, which in 1949 and 
1950 operated on the basis of one-year plans, 
prepared a five-year plan to begin in 1951. 


Except in the case of Czechoslovakia and 
Yugoslavia, the post-war plans were reported 
fulfilled, often ahead of schedule, and the original 
aims were exceeded. In Czechoslovakia the sharp 
fall in agricultural output in 1947 prevented the 
attainment of the targets for consumption, but the 
over-all industrial aims were achieved. In Yugo- 
slavia the disruption of economic relations with 
other eastern European countries resulted in a 
scaling-down of the original plans. 

The attainment of the planned targets resulted 
in considerable increases in industrial production 
as compared with the pre-war level (see table 23). 


while prices of flour and potatoes were increased, 
but the increases were compensated by a rise in 
family allowances. The rise in real wages was 
essentially due to the sharp cuts in prices of non- 
rationed consumer goods during the second part 
of 1949 and in 1950. 


In Hungary, the free sales of consumer goods 
were extended, and the scope of rationing was 
gradually reduced during 1949. At the end of the 
year, rationing of bread was abolished, and only 
flour remained rationed. 


In Yugoslavia, strict rationing was retained in 
1948 and 1949 at relatively constant prices, but 
the prices on the free markets fell, and free sales 
in government stores were extended. However, in 
1950 the situation deteriorated under the impact 
of a sharp decline in the harvest; consequently, 
free sales were reduced and rations curtailed. 


5 At the end of 1950 partial rationing of meat, fats, 
sugar and potatoes was introduced in Hungary. 


The Economic Plans 


In considering these figures, account should be 
taken of the fact that both Bulgaria and Yugo- 
slavia had very little industry before the war; 
their high rates of increase therefore involve 
relatively small increments, measured in absolute 
terms. In the case of Poland, it should be noted 
that, before the war, the present territory of Poland 
had a much greater industrial potential than did 
the pre-war territory of Poland. This factor, which 
would tend to exaggerate the rate of growth based 
on pre-war Poland’s production level was, how- 


Table 23. Indices of Industrial Production in 
Eastern European Countries, 1949 Compared 
with Pre-war 


(Base year = 100) 


Country Base year Index 
Bulvaria aes ce aoe eee 1938 227 
@zechoslovakia"y avo 55 re ees 1937 127 
Plan Gaity vet cae cee oa ees a 1938 153) 
POland.etree cries 5 ae eet oe: ee 1938 i/4 
TSS Rieti ree oct, eee tee ne 1940 141 
SVAUCOSIA VIA Sener etree ita 1939 288 


Source: Figures from reports on fulfilment of plans in 
various countries; based on changes in gross value of 
output in constant prices or on changes in current value: 
deflated by price indices. 
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ever, partly offset by war devastation of plant and 
equipment in the newly acquired territories. The 
rise in the index of the Union of Soviet Socialist 
Republics is also partly affected by the change in 
its territory but because of its volume of produc- 
tion, this factor is of minor importance. 


The post-war increase in agricultural produc- 
tion was generally merely sufficient to eliminate 
the effects of war devastation. Farm output in 
1949 was, in general, roughly at the pre-war 
level; in Czechoslovakia and Poland it was below 
pre-war levels on an aggregate basis but above 
pre-war on a per capita basis, owing to the sharp 
reduction in population. 


The scope of central economic planning and of 
centralized economic direction has been expanded 
considerably since 1948 in the eastern European 
countries (aside from the USSR). This expan- 
sion has been associated with far-reaching struc- 
tural changes. By the end of 1949 virtually all 
industrial production, foreign trade, wholesale 
trade and banking, and a considerable proportion 
of retail trade, had been nationalized. 


The private sector of the economy which re- 
mained outside the range of direct planning 
included a relatively high but declining part of 
retail trade, handicrafts and agriculture. The 
agricultural co-operatives and government farms, 
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which in the Union of Soviet Socialist Republics 
are the dominant form of agricultural production, 
represented only a very small proportion of output 
in the other eastern European countries, with the 
exception of Yugoslavia and Bulgaria where their 
share was of some importance. In the non- 
governmental sectors, planning consisted chiefly 
in setting up tentative targets, and the implementa- 
tion of plans depended largely on indirect induce- 
ments. This was especially true of agriculture, 
where output was fostered and directed by price 
policies, including subsidies, and, in countries 
which had a system of compulsory deliveries at 
fixed prices, by free market sales of surpluses left 
after the fulfilment of quotas. The assurance that 
all agricultural surpluses would be purchased by 
government or co-operative agencies was an im- 
portant factor in inducing farmers to expand their 
output. 


The relative share of private non-planned in- 
vestment in the total was sharply curtailed during 
this period, and the major part of total investment 
was financed by the budget revenue derived from 
the profits of the nationalized enterprises and 
from taxation. 


Table 24 shows the targets of the new plans 
introduced in four of the eastern European coun- 
tries during 1949 and 1950. 


Table 24. Targets of Economic Plans Introduced in Four Eastern European Coun- 
tries in 1949 and 1950 


(In percentages) 


? Poland 
Item Bulgaria Czechoslovakia Hungary 1950 to 
1949 to 1958 1949 to 1958 1950 to 1954 1955 


ae ee UE ee, eee 
Total percentage increase from last pre-plan year 
to end of plan: 


INationalgincome ene nee atten 85 4 

Industrial production... 0.00. cus re veo le 119 86 158 

Agricultural production 4).). 2. J2.qwencohe sc: 57 37 42 50 

Industrial.employment, <a. «<eres eerie . 38 18 608 

Industrial productivity qnmek 02. eases tes © 62 32 50 66 

ReTECADILARCONSUII PLOT me tern ncn Enna: b 35 35 50-60 
Yearly rate of increase: 

National income <0)... 0a, eee 13 

Industtial production + .4....30 ee 170 od ie a4 

Agncultural production ©. )....0) sane 9.4 6.5 73 i 

Industnal productivity’ 4) 02. ee 10.1 5.8 8.4 ae 


Source: National economic plans. 
2 Non-agricultural employment. 


> Planned increase in per capita cons ion: i 
et oe cere aoe aoe umption: bread grains 18 per cent, meat 27 per cent, and fats 
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The average yearly rate of increase in indus- 
trial production under the new plans will be 
lower than during the last year of the previous 
plans for reconstruction. In Poland the rate of 
increase, which was 23 per cent in 1949, is 
designed to average 17 per cent per year during 
the six-year plan for 1950 to 1955. The increase 
in Czechoslovakia, which in 1948 was 18 per 
cent, is scheduled to average 9.4 per cent per 
year during the five-year plan for 1949 to 1953. 
In industry, considerable stress is laid on invest- 
ment goods industries, in particular, heavy metal- 
lurgy and engineering. In all plans the targets for 
industry substantially exceed the percentage in- 
creases in agriculture, and the relative share of 
agriculture in the national income is expected to 
be reduced considerably at the end of the plan 
periods. In agricultural output the emphasis is on 
animal production and on crops grown for in- 
dustry, which are to be expanded at a much 
higher rate than grain output. All plans provide 
for large increases in per capita consumption. 


The fulfilment of the plans for investment and 
consumption assumes a considerable increase in 
productivity and industrial employment. Since the 
completion of the post-war plans resulted not only 
in the elimination of industrial unemployment but 
in labour shortages, especially of skilled workers, 
the implementation of the new plans involves 
increased employment of women and further shifts 
of the agricultural population to industry. Such 
shifts are planned not only in countries with a 
high proportion of agricultural population but 
even in Czechoslovakia which is predominantly 
industrial. 


The increase in agricultural output, despite a 
relative, or even absolute, decline in farm labour, 
assumes a considerable rise in productivity in 
agriculture. To achieve this, it is planned to 
increase the application of fertilizers and the use 
of tractors and farm machinery. The mechaniza- 
tion of agriculture is closely associated in the 
plans with a considerable extension of the co- 
operative sector. 


Chapter 3 


SELECTED COUNTRIES IN LATIN AMERICA AND THE 
FAR EAST 


The group of countries whose domestic eco- 
nomic changes in the past two years are analysed 
in this section of the report includes Argentina, 
Bolivia, Brazil, Chile, Colombia, Cuba, Mexico, 
Peru, Uruguay and Venezuela in Latin America, 
and India, Pakistan and the Philippines in the 
Far East. While comprehensive national income 
statistics are not available for any of these coun- 
tries, an attempt is made to give some general 
indication of the changes in their national econ- 
omies in the period under review. The structure 


of the economies of the individual countries differs 
greatly, though they are predominantly agricul- 
tural in character, are exporters of primary agri- 
cultural or mineral products and, with some 
exceptions, are economically under-developed. 
The over-all economic changes which took place 
in these countries between 1948 and 1950 do not 
reveal a uniform pattern except for the fact that 
their levels of output tended to rise very slowly, if 
at all; in some of them, it appears, output has 
actually declined. 


Agricultural and Industrial Production 


Production of food grains in 1948/49' was 
larger than in 1947/48 in most of the countries 
discussed in this chapter. In spite of decreases in 
many countries in the output of cash crops,? such 
as vegetable fibres and sugar (in Cuba), total 
agricultural production in 1948/49 in most of the 
countries advanced about 5 to 10 per cent. The 
principal exceptions to this trend occurred in 
Argentina, where total agricultural output, espe- 
cially the production of grain crops, declined 
sharply, and in Chile, Peru and India, where there 
was a smaller drop in production. 


The changes in agricultural production in 
1949/50 were more heterogeneous. Total agricul- 
tural output continued to increase in Brazil, Mexi- 
co, Uruguay and the Philippines, and to decrease 
in Argentina and Chile. India’s total agricultural 
output rose, in contrast to the previous year’s 
decline, while that of Pakistan fell, in contrast to 


1 The agricultural year relates to the period from 
1 July to 30 June; most of the crops in these countries 
are harvested at about the turn of the calendar year. 
Consequently, production in 1948/49 becomes avail- 
able mostly in the calendar year 1949, 

2A notable exception, however, was the rise in the 
output of coffee in Brazil. 
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the preceding year’s rise. Details of the output of 
grains and other agricultural products in 1948/49 
and 1949/50 are shown in table 25. 


Manufacturing output in the first half of 1950 
was higher than in the year 1948 in Chile, Co- 
lombia, Mexico, Venezuela and the Philippines; 
it was significantly lower, however, in Argentina, 
Bolivia, Brazil and India. The decline in produc- 
tion in Argentina and Bolivia was associated with 
severe restrictions in the import of raw materials 
as a result of an acute shortage of foreign ex- 
change. 


Output in the extractive industries in 1949 was 
lower than in 1948 in the principal mining and oil 
producing countries (Bolivia, Chile and Vene- 
zuela). While during the first half of 1950 the 
production of copper and tin (in Chile and 
Bolivia) continued to decline, the output of other 
non-ferrous metals and the production of oil (in 
Venezuela) were considerably higher than in the 
corresponding period of 1949. 


A statistical summary of the available data on 
industrial production is given in table 26. These 
data are rather fragmentary, but the direction of 
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Table 25. 


Indices of Production of Certain Agricultural Commodities in Selected Countries 


of Latin America and the Far East, 1948/49 and 1949/50 
(1947/48 or 1948 = 100) 


SS 


Country and 1948/49 1 
commodity or 1949 ht he Patel Pie mhcaidy hohe 
Argentina: Peru: 
Poodterains terre or: 74 52 Food i 
: REAINS -epeewedhewmdeien arated 94 4 
ee 9) Cac cricket es es Supal’ Darah eee ere er oe 99 98 
Rae i ee 8a Cott Pt See ies EAE 
DUNTGOWERISCCU nee see, 117 69 eterna eae = Ae 
ILS COU MEME 6 ooh Ne arin on ce eae 48 WS) 
nt Uruguay: 
Bolivia: Foods grains; . 7. aaa hoe eee 108 94 
IPOOGPRTAINS 95 oo oles wise ces TS 105 Meatt. 9Ws) 2. oat anes ae eee 125 a 
Brazil: WOGIE othe. seri ieee ee ee 96 108 
OOdSSTAINS a: i. ces x pee acne ys 103 108 
Bier Se eet. 107 104 Venezuela: 
(OayieS: zeae gee ee a ee 110 109 Food‘grains +4,.. 232 ss eee 129 se 
COMO etn ae arte nd 92 116 Goffee Eek tn eee ee eee 148 165 
PACH G TRE crt re sc 82 108 
Chile: , 
Poodsprains a4 Seo). 5. 102 79 India: 
Food grains *) ene ae oe 99 105 
Colombia: Sugare Sates malin, Rahat. CAEN oe eee oie See 86 84 
Beed stains’ PM! 122 117 eau ugha Fim es oo B pS 
Gites EE. 100 94 Cotton iii ce >. J eee = 4 
Sugar> hos Sea ee 131 158 JUtCRRE cc. sxc te oa, Oe eee 152 188 
Cuba: 
; Pakistan: 
et paca SO Boe aes 110 82 ROOdPsrains ere «yey eee ee 108 111 
pata CLAW Le SAGs. cee. wee 86 92 Cotton 91 114 
{ral nyivotet ou <a se eae eal OP i 72 125 jute. ee ee ES 84 49 
Mexico: 
ROOG BOrain Sy sape tet) scala 113 110 Philippines: 
see re eee pa ie ie Foédh grains bx,.adeaxe et. el 106 116 
ae eg mee eee nae 8 Sugar: (aw) oie 2 ecete LO Lak 
COLL OT ie Fa ca et okey 118 204 Abaca 74 66 
ETCH CGUC in rates wee ee 7c 105 D0). ~ ps, adhd Gul Gane «Lae acai 


Source: Food and Agriculture Organization of the 
United Nations, Food and Agricultural Statistics, latest 
available figures, except as follows: Argentina: Minis- 
terio de Asuntos Técnicos, Sintesis Estadistica Mensual 
de la Republica Argentina, October 1950; Brazil, 
1948/49: Anuario Estatistico do Brasil, 1949; Uruguay: 
Ministerio de Ganaderia y Agricultura, Recopilacion de 
la Estadistica Agropecuaria del Uruguay (Montevideo, 
1950); India: Government of India, Monthly Abstract 


the changes in manufacturing and in mining in 
additional countries of this group can be seen 
in table 27. 


Since agricultural and industrial output repre- 
sents the major part of the gross national product 
of the countries under consideration, it is possible, 
after assigning appropriate weights to the indi- 
vidual sectors, to make rough estimates of the 
changes in the gross national product between 
1948 and 1950 (see table 27). In order not to 
assign greater precision to these estimates than 


of Statistics, and, for some crops in 1949/50, also Min- 
istry of Agriculture, Agricultural Situation in India. 


Note: Figures for food grains include only wheat, 
maize and rice, except in the case of India, where all 
grains are included. 


a Based on eight months, seasonally adjusted. 
b Sugar-cane. 
e Sugar-cane in raw sugar equivalents, including gur. 


the underlying data warrant, table 27 indicates 
only whether the gross national product and its 
several components moved upward or downward. 


The declines in gross national product which 
occurred in a number of countries were in general 
accompanied by a rise in industrial unemploy- 
ment. In Argentina, however, where the decline 
in gross national product was due primarily to 
decreased output in agriculture, and where the 
small drop in industrial output was associated 
with a decline in average working hours, no 
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Ao nl al ats wien OMA op NSO ESS 


significant unemployment appeared. In India, un- 
employment was particularly severe in the jute 


industry, where the output of the manufactured 


product declined because of the shortage of raw 
material resulting from the trade controversy with 


Pakistan. 


Table 26. Indices of Industrial Production in Selected Countries of Latin America and the Far 
East, 1949 and 1950 (First half) 


(1948 = 100) 
Employment in industry 
i i Manufacturing 
eee NP Nag a pe ieee Pie hart Number employed Man-hours 


oo ee 


Argentina: 


LO4OMERMULISVEATS tae a ae nats ween 97 

194Qamebirs(ulall erase sors « ox aun 94 

AOS OSmmersirstatial bles get sy sien, Whores at sears 95 
Bolivia: 


1O4QMeRUM  Vearet ee. gece «nc eeote ss cc 
1940 Beerirstihalf Meer cs foes ae. Gee 
1OSOmeerinrgtenalfs cnc he caseload. oleceu 


Brazil: 
1949 MPU Vara set pts as oy An, oo epg, «2 103 
{949 Meer irstehalf! ne eo sae ee es aes 108 
OSD). “TERR C TGR hid, oe SOR Ree manent ores 92 
Chile: 
(949M Pulltvearean scars Ge cates 1044 
1949 Re Pirstehalf-s eee oie ce ee 1024 
TOS Ome Birstall te oreo oats a eee 1034 
Colombia: 


1949 meee Gull aveate pass tac ia.s erat ta: 
194 Ome Pirstuhalicn.. sacs toe nt oe 
OS Ommeburstehnalimneen. 15 eset oc, ete 


Mexico 
LOCO Mr Ullivean ats mcyseret lige oe aoe 107.5f 
OAC ME birsthaliecrse et a alee 10Sf 
LOS O@ey hirstenalieee so. ek .t soe 113? 
Venezuela: 
1940 Me ull vcate. sam. Angin aeeeee see 
TOA Om inst thal ieee srr iennem nem 
5 Ome birstihalfipeeniee aoe ay. ee 
India: 
[949 Sm hullevear®. 2... ee 97 
LOAD Re Pirstehalf meee. wre ee gh. ee 99 
195 Ogee birst half 6.5...) 2... ee 96 
Philippines: 


1949 mee ull iveare see ee nl aes 
1949 —‘ First half 
1950 __—sC—FFirst half 


Source: United Nations, Monthly Bulletin of Statistics, 
except as follows: Argentina: Direccién General del 
Servicio Estadistico Nacional, Sintesis Estadistica Men- 
sual de la Republica Argentina (Buenos Aires, October 
1950); Brazil: Centro de Andlise da Conjuntura Econ6- 
mica do Nucleo de Economia da Fundagao Gettlio 
Vargas, Conjuntura Econémica (Rio de Janeiro); Chile: 
Direccién General de Estadistica, Estadistica’ Chilena 
(Santiago) ; Mexico, employment figures: Secretaria de 
la Economia Nacional, Direccién General de Estadistica, 


97 96 99 98 
101 93.5 99.5 94 
96 94 97 93 
91.5» 85e 
88> x 
3b 

102 

103 

98 
87 104 103 102 
93 101 i? 100 
79 102 *, 97 
125¢ 
124e 
133e 
101 109.5 102 
96 107 é 
111 115.5 
97.5¢ 
91.5e 
104¢ 


136 106 


Revista de Estadistica (Mexico, D.F.); Philippines: Re- 
port of the Economic Survey Mission to the Philippines, 
October 1950. 

4 First five months. 

b Exports of tin. 

© Production of textiles. 
i Pane mining and including building and elec- 
ricity. 

e Production of crude oil. 

f Including mining. 
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Direction of Changes in Real Gross National Product in Selected Coun- 


tries of Latin America and the Far East, 1948 to 1950 (First half) 


(Sign indicates direction of change) 
a a a a ee ee eS ee 


Change from 1948 to 1949 


Change from 1949, first half, 
to 1950, first half 


Country 

Agri- Manufac- Agri- Manufac- 

culture turing Mining Total culture turing Mining Total 
VAT RENIN Meee acai Ceara sic — — — — — 0 ee —— 
Bolivia eveees. ef. coe o oe + — — — re — — 
Brarilece. Ore... 2: + +4. : has 0 
Chilew ei. do... an + sa an & 0 = = 
Colombiag... an ee + a ao +- — oe +e + 
Cuba ive Se ee ae — — PA — oe is Pa oe 
IMCXICO, Hr a isa ae + + + +. ao a + + 
igcqiue te 5. tales Ga eee — oye + sae 0 rt + an 
Wrigiayie cy. oot one ea == - Y -++ i ae 
Venezuela, ©. bo. Ae. 2... ose — -- — a be, oe + x 
iGEM So oe — — —_— — 
PaRiSt any Baiee ge so) oi, cieinnte + ats mi pie - i 
Phalippines eevee cc + “bE + + + + =. + 


Source: United Nations Department of Economic Affairs. 


Gross National Product and Inflationary Pressures*® 


CHANGES FROM 1948 To 1949 


Compared with 1948, the balance of exports 
and imports of merchandise deteriorated in most 
countries, but improved slightly in the case of 
Mexico and Uruguay, and significantly in Co- 
lombia. Both the physical volume and the prices 
of exports were reduced in more than half of the 
countries for which data are available. This 
- decline was generally due to a reduction in foreign 
demand, but in Argentina and Cuba it resulted 
largely from the fall in the output of cereals and 
sugar, respectively. Imports, with a few excep- 
tions, were maintained at about the same level or 
were increased. 


3In the computations which follow, all data relating 
to the gross national product are compared in real 
terms, by the use of the cost of living index for the 
deflation of money values. 

4In the case of the Philippines, an important item 
in the balance of payments consists of United States 
disbursements in the islands, in the form of transfers 
and expenditures on goods and services. The changes 
in this item from 1948 to 1949 are accounted for in 
the computation of the first item (adjusted balance of 
exports and imports) in table 29. 


The changes in the export-import balances of 
merchandise furnish an approximation of the 
changes in the export-import balances of all goods 
and services.‘ In analysing the role of these 
changes in the gross national product it is neces- 
sary, however, to adjust the balances for the 
differential rates of exchange that exist in a 
number of countries and are in fact a form of 
duty or bounty.® In addition, the import figures 
have been adjusted by eliminating the imports of 
capital goods, in view of the fact that figures on 
total gross private investment were generally not 
available. Since it was not possible to estimate the 
changes in total investment but only in that part 
of investment which was produced at home, the 


5 The foreign trade figures in national currency are 
recalculated in such cases at fixed rates of exchange, 
in order to avoid double counting of the profits of the 
national exchange institutes, which are usually included 
in the budgets of the respective countries as revenue 
items. A higher rate of exchange applied to some im- 
ports is equivalent to an import tax, while a lower rate 
is equivalent to a subsidy; the reverse is true of differ- 
ential rates applied to exports. 
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imports of capital goods had to be deducted from 
total imports of goods and services in estimating 
the changes in the export-import balance.* The 
unadjusted foreign trade figures for the countries 
under review are given in table 28. The directions 
of changes in the adjusted data on foreign trade 
are shown in line 1 of table 29.7 


The directions of the changes in gross home- 
produced private investment, as estimated on the 
basis of available data for the consumption of 
steel and cement, indices of private construction 
and, whenever possible, also changes in inven- 
tories,® are given in line 2 of table 29. This item 
rose in half the countries shown in the table. 


6 Since gross private investment equals home-pro- 
duced private investment plus imports of capital goods, 
the sum of gross private investment and the export- 
import balance of all goods and services is equal to 
the sum of home-produced private investment and the 
export-import balance after the deduction of imports 
of capital goods from total imports. 

7 For India, the data have also been adjusted to take 
into account the landborne trade with Pakistan. 


Table 29. 


Selected Countries in Latin America and the Far East 
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Between 1948 and 1949, public expenditures 
on goods and services increased in practically all 
countries under review (see line 3 in table 29). 
This increase was due in large part to the rise in 
public investment in development and other 
projects (e.g., in Brazil, India and the Philippines). 
In India, however, capital expenditures were 
sharply curtailed in the fourth quarter of 1949. 
In some countries there was also substantial 
government purchasing of export commodities to 
offset adverse conditions in the export markets. 
In Chile and Bolivia, the governments financed 
purchases of the tin and copper output of the 
so-called “small” mines. 


8 Consumption of cement ,provides an indication of 
total construction activities, public as well as private, 
but in conjunction with the indices of private construc- 
tion and public investment expenditures it may give a 
qualitative indication of private investment alone. The 
changes in inventories relate primarily to the accumu- 
lation and release of stocks of export goods, which 
account for a substantial part of private investment in 
the countries under consideration. 


Analysis of Changes in Gross National Product, in Real Terms, in 


Selected Countries of Latin America and the Far East,” from 1948 to 1949 


(Sign indicates direction of change) 


Argen- 


Item tina Bolivia Brazil 


Chile 


TIER Re VARY Philip- 


‘olom- ; : y 
bia Cuba Mexico Uruguay India pines 


(1) Adjusted balance 
of exports and 
imports 


Gross private 
home-produced 
investment 


(2) 


Government 
penditure 

goods and 
vices 


Total non-con- 
sumption compo- 
nents 


Adjusted balance 
of exports and 
imports, gross pri- 
vate home-pro- 
duced investment, 
and budget defi- 
cit 
Personal 
sumption 


Gross national 
product (4)+ (6) 


(3) 


ex- 
on 


(4) 


(5) 


Fo mart 


— + 


a. —- 


a a aS 
Source: United Nations Department of Economic Affairs. 
Note: Question mark indicates considerable margin of uncertainty as to direction of change. 
a Pakistan, Peru.and Venezuela have been omitted owing to the absence of relevant information. 
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Line 4 of table 29 summarizes the balance of 
changes in the non-consumption components of 
the real gross national product. In many countries 
the declines arising from the foreign trade sector 
were offset-—though not always completely—by 
increased government expenditures, so that the 
effect of changes in foreign markets upon the 
domestic situation were counteracted by govern- 
ment activity. 


In relating these expenditures to private income 
and thence to consumption, changes in the budget 
deficits rather than in government expenditures 
should be considered. There was an increase in 
budget deficits—or a reduction in budget surpluses 
—in most of the countries under review,® both 
because of increased government expenditures 
and because of loss of revenue owing to the drop 
in exports (in Argentina,?° Bolivia and Chile). 


Line 5 in table 29 gives the sum of changes in 
the balance of exports and imports, private invest- 
ment and budget deficit. In most Latin American 
countries there appears to have been an increase 
in the sum of these items; in Chile and Uruguay 
the position was roughly unchanged, however, 
and in Cuba there was a decline. In India, con- 
sumption demand arising from this source fell, 
while in the Philippines it was about the same. 


The changes in real private consumption are 
given in line 6 of table 29. These estimates were 
based on data relating to changes in the supply 
of food grains from both domestic production 
and imports (see table 30) and to changes in the 
supply of other foodstuffs and of major industrial 
consumption goods. In half of the countries, these 
movements are in the same direction as the 
changes in the sum of the balance of exports and 
imports, private investment and budget deficit 
(line 5 of table 29). Of these countries, Brazil, 
Colombia and Mexico showed an increase in 
consumption which was made possible by an 
improved food supply. In Chile consumption was 
unchanged. Consumption fell in India in line with 
the decline in the demand factors considered 
above; this decline occurred even though the food 


_ ® Mexico was a notable exception, however, in that 
it shifted from a substantial budget deficit to a surplus. 


10Jn Argentina, this loss of revenue was reflected in 


a drop in the profits of the government forej 
monopoly (IAPI). oreign trade 
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supply position did not deteriorate.* In the Te- 
maining countries the changes in consumption 
did not correspond to the changes in demand. In 
Argentina and Bolivia, owing to the inability to 
purchase adequate quantities of consumption 
goods and raw materials arising from the shortage 
of foreign exchange, consumption decreased de- 
spite the higher pressure of demand. In Cuba, 
the Philippines and Uruguay, on the other hand, 
the considerable improvement in the food supply, 
which was reflected in falling food prices, tended 
to sustain the level of consumption. 


The movements of the gross national product 
in 1949, shown in the last line of table 29, reflect 
the net effect of the changes in the non-consump- 
tion components and in consumption. The direc- 
tion of the changes in the gross national product 
coincides with that indicated in table 27, which 
is based on production data. 


The changes in Consumption in relation to 
movements in the sum of the export-import bal- 
ance, private investment and budget deficit, de- 
scribed above, indicate that inflationary pressures 
increased in Argentina and Bolivia. These were 
associated with a decline in the gross national 
product, owing to the fact that consumption was 


11 The decline in output was somewhat more than 
offset by stepped-up government imports of food grains 
in the first three quarters of the year. 


Table 30. Indices of Production and Supply 
of Food Grains in Selected Countries of Latin 
America and the Far East,* 1948/49 


(1947/48 = 100) 
Ee ee ee Ee 


Prod i 
Country E hie pects ul ei vy ae 

ANGMOTNTEN So Skee oo 74 
Bolivia Ae abt ho ae ee 105 104 
Brazilas 6.0): 5 te cee 103 106 
Chile . ER ees SOREN tae ogc 102 103 
Golombiage ae) ee 122 iy 
Cube Beat esas. eae 110 117 
MGXICON chee ert ae 113 111 
Wruguay 26 oc e eee 108 
India. eye ee ee 99 
RDilippinesaa eee 106 106 


Source: Publications of the Food and Agri 
ourc 1 J griculture Or- 
ganization of the United Nations, and national Statistics. 


® Based on sum of unweighted tonnages of 
grains, wheat, maize and rice, except in Tae. ben: 
grains are included. Total supply equals production plus 
net imports and does not allow for changes in stocks. 
Supply figures are not given for food surplus countries. 
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curtailed not as a result of a decline in demand 
but as a result of a deterioration in the supply 
position. Prices rose substantially in both coun- 
tries (see table 31); in Argentina an important 
element in this increase was the elimination of 
most food subsidies in the course of the year.!? 


12 The change in the farm price policy of the govern- 
ment foreign trade monopoly (IAPI) mitigated to some 
extent the decline in real incomes of farmers, caused by 


In Chile, while there was no change in in- 
flationary pressures, the upward spiral of prices 
and wages continued. In Mexico the increase in 
prices was due mainly to the two substantial de- 
valuations of its currency in mid-1948 and in 
mid-1949, 


a drastic fall in grain crops. On the other hand, the 
elimination of food subsidies in the course of 1949 
affected unfavourably the level of real wages of labour. 


b La Paz. 


Table 31. Indices of Cost of Living and Food Prices in Certain Countries of 
Latin America and the Far East, 1948 to 1950 (First half) 
(1947 = 100) 
1948 1949 
i First Second pies 
gees peer nee iey aoe cars np acy aay half 

Argentina:® 

Generalee oe 113 149 a, we 176 

Boodisestty. acs cow 114 149 a bes 179 
Bolivia» 

(Cone Pee. Ae 105 2 nf 116 ac 4 124 

FOOGm Se eee 106 ae 6 113 - 3 126 

a Brazil:¢ 

General Byers. 110 110 110 110 110 109 114 

BO0d otter  O4. 114 115 113 110 110 109 116 
Chile:4 es 

Genetal a. 6 So 118 113 123 140 134 147 

ROOGT TT cee 116 111 122 134 128 139 144 
Colombia: i. ne a 

General see. 116 113 119 124 12 

Foodies 2078 115 112 117 119 120 118 136 
Cuba: 

Food! twee). 234 109 110 108 94 96 92 89 
salen 110 114 116 

Generallesercte et 106 104 108 112 

Food Lene le Ge 105 103 108 110 108 112 112 
Ga, 1 143 158 166 

Genctal'e- +25. 131 128 134 15 

Food ewes. dua: 134 132 136 156 147 165 176 
bce 107 109 104 102 

Generalig ti n¢xie tots 102 101 103 

Food 1 5 Soe 98 99 97 98 102 94 89 
Venezuela: 

FOOd* TOR. oe 121 121 121 118 117 119 116 
We 110 110 110 110 

concen Bact 109 103 114 

Seay rts. HONS, 101 96 106 106 104 108 108 
Philippines: 

G ITP * seg Peek Ee eae 94 94 95 89 90 87 85 

Food A: We ony st re 93 92 94 86 88 85 79 
a a a ST rr a a ea ae 

Source: Statistical Office ¢ Sao Paulo. £ Mexico City. i Caracas. 
of the United Nations. 4 Santiago. Lima. | i Bombay. 

a Buenos Aires. e Bogota. h Montevideo. Manila. 


46 


In the Philippines there was a reduction in in- 
flationary pressure combined with an increase in 
the gross national product which reflected an im- 
provement in the food supply position.1* In Cuba 
the decline in the gross national product was 
deflationary in character. In both cases there was 
a significant fall in food prices from 1948 to 1949. 


In India the decline in the gross national pro- 
duct was associated with a fall in total consumption 
even though the supply of food improved slightly. 
Prices of food as represented in the Bombay in- 
dex did not show a decline because this index 
represents controlled prices of rationed food. 
There was, however, an extension of rationing to 
a larger part of the population. 


CHANGES FROM FIRST HALF OF 1949 To FIRST 
HALF OF 1950 


The balance of exports and imports of mer- 
chandise improved in the first half of 1950 as 
compared with the first half of 1949 in all coun- 
tries under review, except in Chile and Mexico 
(see table 28). In all countries except Bolivia, 
Chile and Mexico there was a rise in the value of 
exports.** In most instances the increase was due 
to a higher quantum of exports; in some instances, 
to the increase in export prices, notably of wool 
and coffee. On the other hand, imports declined 
in all countries except Argentina, Mexico and 
Uruguay, where they increased slightly. The 
decline in imports continued the trend of the sec- 
ond half of 1949, when the tightening import 
restrictions during the year in most of the coun- 
tries under review began to exert their effect. 
Improvements in export-import balances reversed 
the direction of changes from 1948 to 1949. The 
adjusted balances of exports and imports of goods 
and services moved in the same direction as did 
the unadjusted balances of exports and imports 
of merchandise. 


Private investment in fixed capital and inven- 
tories seems to have increased from the first half 
of 1949 to the first half of 1950 in all countries 
considered here, except in Brazil, where there was 
a substantial drop in residential building. 


13 The improvement from the end of the war through 
1949 was not sufficient, however, to raise per capita 
food consumption to the pre-war level. 
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In most Latin American countries government 
expenditures on goods and services increased. De- 
velopment expenditures under the various national 
plans played a prominent role in this increase. 
Since government revenues generally failed to 
keep pace with increased expenditures, budget 
deficits rose in most of the countries under review. 


Among the Far Eastern countries, India re- 
corded a sharp decline in expenditures as a result 
of the fiscal retrenchment policy pursued by the 
Government after the autumn of 1949. In spite of 
a decline in revenue, the budget deficit of the first 
half of 1950 was substantially lower than in the 
corresponding period of 1949. In the Philippines, 
government expenditures rose substantially above 
1949 and resulted in a higher budget deficit, since 
there was a simultaneous drop in revenue. 


Despite the increase in demand for consump- 
tion goods generated by the rise in the sum of the 
export-import balance, private investment and 
budget deficit, the volume of consumption in some 
instances remained stable or even declined (see 
table 32). This was primarily due to the food 
supply position, but in Argentina and Bolivia, con- 
tinuing difficulties in the foreign exchange position 
resulting from declines in exports affected all 
supplies dependent on imports. 


As a result of the above changes, the gross na- 
tional product increased in most of the countries, 
but declined in Argentina, Bolivia and Chile, These 
changes in the gross national product are shown 
in table 32. In Brazil, this estimate of the gross 
national product, based on the money value de- 
flated by the cost of living, shows a rise, while the 
estimated gross national product based on pro- 
duction data, given in table 27, shows no change. 
The difference is largely accounted for by the very 
steep increase in the export price of coffee in 
relation to home prices, which raised the value 
of the gross national product significantly, even in 
terms of constant consumer prices, but was not 


of course reflected in the physical volume of pro- 
duction. 


The fact that consumption did not rise in line 
with the increased pressure of demand in a num- 


14 The fall in exports from Bolivia and Chile was 
due to reduction in the volume of exports of tin and 
copper, respectively. 
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ber of countries resulted in increased inflationary 
pressures. In Latin America this was particularly 
true of Argentina, Bolivia and Colombia, where 
it was reflected in substantial increases in the cost 
of living (see table 31). One element in these 
price increases was the adjustment of foreign ex- 
change rates, which resulted in higher import 
prices. In India consumption also failed to rise 
with the rise in effective demand, but the index 
of the cost of living in Bombay showed no in- 
crease. This index, however, is not sufficiently 
representative of the cost of living in India. A 


Table 32. 


significant price development in India was the 
increase of 25 per cent in the wholesale prices 
of food other than grains. 

In Brazil, the cost of living did not rise sub- 
stantially, though the rise in consumption was 
small in relation to the rise in incomes. This is 
explained by the fact that most of the increase 
in income resulted from the steep rise in coffee 
export prices and accrued to coffee planters and 
export merchants, with the result that there was 
no comparable rise in the demand for mass con- 
sumption goods. 


Analysis of Changes in Gross National Product, in Real Terms, in 


Selected Countries of Latin America and the Far East, from 1949 (First half) to 
1950 (First half) 


(Sign indicates direction of change) 


Argen- 
Item tina Bolivia Brazil Chile 
(1) Total non-con- 
sumption compo- 
Monts aie 2 sis 4 + 
wa (2) Adjusted balance 


of exports and 
imports, gross pri- 
vate home-pro- 
duced investment, 
and budget deficit + + + 


(3) Personal con- 


sumption ...... — — a 
(4) Gross national 
product (7)+(3) — — + 


Colom- Philip- 
bia Cuba Mexico Uruguay India pines 
1 0 0 + + + 
+ 0? 0 0 Sr + 
Oo + ++ + 0 + 
+ + + 4+ + + 


Source: United Nations Department of Eco- 
nomic Affairs. 

Note: Attention is called to the inadequate 
statistical coverage for the first half of 1950 at 


the time of preparation of this report. Ques- 
tion mark indicates considerable margin of 
uncertainty as to direction of change. 


General Observations 


The economic changes which took place be- 
tween 1948 and the first half of 1950 in the 
under-developed countries discussed in this sec- 
tion show that the levels of their economic ac- 
tivity continue to be dependent, to a large extent, 
on fluctuations in their foreign trade and in their 
production of food. 


Although the adverse developments in foreign 
trade in 1949 were largely counteracted, so far as 
total effective demand is concerned, by an in- 
crease in government expenditures and a tighten- 
ing of import controls, they nevertheless led in 


some instances to balance of payments difficulties 
which made it impossible to maintain adequate 
imports of consumption goods and industrial raw 
materials. The result in such cases was a reduction 
in consumption and an increase in inflationary 
pressures. 


The influence of the food supply position made 
itself felt by increased inflationary pressure in 
some areas in 1950. It should be noted that the 
supply of food may under certain circumstances 
also influence the consumption of industrial goods. 
This is true, for instance, when effective demand 
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increases, as a result of a rise in the sum of the 
export-import balances, private investment and 
budget deficit, while the supply of food remains 
unchanged. The increase in money labour income 
is then bound to raise prices of food, with the re- 
sult that the real value of the higher money in- 
comes does not increase substantially. This is 
especially true in under-developed countries be- 
cause a large proportion of additional labour in- 
comes in such countries is, in view of the pre- 
vailing low levels of income, likely to be spent on 
food. Where the benefits of higher food prices 
accrue principally to small farmers, their demand 
for industrial consumer goods rises. This is not 
true, however, where the prevailing agrarian sys- 
tems or the agricultural marketing and credit 
structures are such that the benefit of the higher 
prices accrues only to a limited extent to the large 
part of the agricultural population. The latter 
situation is in fact characteristic of a number of 
the under-developed countries under discussion. 
In such cases, the rise in food prices merely in- 
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creases the incomes of groups which are not likely 
to spend a considerable proportion of the incre- 
ment on home-produced consumer goods. The 
situation is similar even when the supply of food 
increases but falls considerably short of the in- 
crease in effective demand. It should be added 
that where the primary increase in income is due 
to the rise in export prices and is reflected largely 
in profits, as was the case with Brazilian coffee in 
1950, there is no material increase in consumer 
demand, either for food or for industrial mass 
consumption goods. 

While the lack of productive equipment in the 
under-developed countries is the basic cause of 
the under-employment of their man-power, the 
trends of 1949 and 1950 show that they are also 
subject to the problems of industrial unemploy- 
ment. Thus, during this period Bolivia, Chile, 
Cuba and India experienced significant industrial 
unemployment as a result of a weakening of ef- 
fective demand or of an inadequate supply of raw 
materials. 


Chapter 4 
GERMANY 


A. Western Germany 


The industrial production of western Germany 
increased considerably in 1949 as compared with 
the level reached in the second half of 1948 after 
the monetary reform of June 1948 (see table 33). 
There was a further increase in first half of 1950 
when the 1936 level of output was reached. 


Table 33. Indices of Industrial Production* 
in Western Germany, 1948 (Second half) to 
1950 (First half) 


(1936 = 100) 
Investment Producer Consumer 
Period Total goods goods» goods 

1948: 

Second halfmersa.: fh | 61 91 65 
1949: 

Bullsvearie anes 89 82 107 80 

irst halt cera 5 85 719 104 75 

second half 22 .& 92 86 110 86 
1950: 

Firstehalfe yen 102 96 119 94 


Source: Statistical Office of the Combined Economic 
Area, Wirtschaft und Statistik, 1949, 1950 (Stuttgart). 

a Exclusive of food processing, building and stimulants. 
The index for 1948 refers to the United Kingdom and 
United States zones, while the indices for 1949 and 1950 
cover the French, United Kingdom and United States 
zones. The index for the former during the first half of 
1949 was, however, approximately the same as for the 


latter. 
b Including coal-mining and production of gas, elec- 


tricity and chemicals. 


Crop production rose substantially in 1948/49 
and, again in 1949/50 (see table 34). There was 
also a very material improvement in the output 
of animal products. 

In 1949 the real gross national product was ap- 
proximately at the 1936 level, but in view of the 


1 Industrial production rose sharply in the second 
half of 1950 and in October was 25 per cent above 


the 1936 level. 
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Table 34. Agricultural Production in Western 
Zones of Germany and the Saar, 1934-38 and 
1947/48 to 1949/50 


(In millions of metric tons) 


Crop 1934-88 1947/48 1948/49 1949/50 
Bread grains .... 5.65 3.25 Sei/l 5.99 
Coarse grains... 4.91 2.40 3.33 4.27 
Potatocswey. eer 19.98 14.55 PIBYTI2 21.00 
Sugar beets? .... 0.51 0.62 0.60 


Source: United Nations, Economic Survey of Europe 
in 1949; Food and Agriculture Organization of the 
Feuiee Nations, Food and Agricultural Statistics, 1949, 


a Sugar content. 


20 per cent increase in population since 1936, it 
was about one-sixth below the 1936 level on a 
per capita basis. Table 35 shows the gross na- 
tional product and its components in 1949, to- 
gether with the changes in real value which 


Table 35. Changes in Gross National Product 
in Western Germany, from 1948 (Second half) 
to 1949 (Second half) 


(In thousand millions of deutsche marks at 1949 prices) 


Change from 1948 


(second half) 
Item 1949 to 1949 
(second half)® 
Annual rate 
Non-consumption components .. 29.0 1.4 
Gross private investment.... 19.6 0.8 
Government expenditure on 
goods and services........ 12.0 ie 
Balance of exports and imports —2.6 —0.6 
Cossumpionee erie ao 52.8 122, 
Gross national product 81.8 13.6 


Source: Statistical Office of the Combined Economic 
Area, Wirtschaft und Statistik, July 1950. 

a Derived from data for 1949 and for 1948-49 (cov- 
ering the second half of 1948 and the first half of 1949). 
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occurred between the second half of 1948 and 
the second half of 1949. 

There were minor changes in the non-consump- 
tion components of the gross national product 
from the second half of 1948 to the second half 
of 1949 which resulted in a small net increase 
in their sum. It appears that net governmental re- 
venue less transfer payments increased somewhat 
more in this period, so that the sum of private 
investment, the export-import balance and the 
budget deficit showed a small decline. Since con- 
sumption rose substantially, there was a significant 
increase of consumption in relation to incomes. 
In view of the fact that there was no change in the 
distribution of income in favour of lower income 
groups, this rise in the consumption ratio was 
probably due in large part to the existence of 
considerable pent-up demand among the upper 
income groups, especially for durable goods which 
were not available in sufficient quantities before 
1949. In these circumstances, improvement in the 
supply of such goods from the second half of 
1948 to the second half of 1949 tended to raise 
consumption in relation to incomes. 

From the second half of 1949 to the first half 
of 1950, the main factor in the continued rise in 
economic activity appears to have been the con- 
siderable expansion of exports, which was as- 
sociated with a relatively small increase in im- 
ports. There was also some rise in investment and 
in government expenditure on goods and services. 

The rise in output in 1949 and 1950 was ac- 
companied by increases in real industrial wages, 
which reflected both a significant advance in in- 


Table 36. 
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dustrial productivity and a considerable improve- 
ment in the supply of food (see table 36). The 
level of total employment did not change sub- 
stantially until the second quarter of 1950. The 
increase in industrial employment was relatively 
much smaller than the expansion in industrial 
production because of a rise in productivity? and 
in working hours, and even this increase in indus- 
trial employment was offset by a fall in employ- 
ment in agriculture, forestry, commerce and of- 
fice work. Since there was an increase in the 
labour force available for hire, the level of un- 
employment rose substantially (see table 37), 
though there was still considerable unused produc- 
tive capacity in many industries, which could have 
been utilized, given a higher level of effective 
demand. 


Over 50 per cent of the increase in the labour 
force from June 1948 to June 1949 resulted from 
net immigration and the return of war prisoners. 
The remainder was accounted for by the in- 
creased entry into the labour force of young 
people born during the period of rising birth rates 
in the nineteen thirties and by the release of man- 
power from the black market activities and small- 
scale enterprises which flourished during the 
period of inflation. The same factors also account 
for the rise in the labour force from June 1949 
to June 1950, though the relative importance of 
these factors may have differed during this period. 


2The index of industrial output per man-hour rose 
from 56.6 (1936 = 100) in June 1948 to 74.4 in June 
1949 in the United Kingdom and United States zones. 
In December 1949, in western Germany as a whole, the 
index was 82.7 and in May 1950, 87.5. 


Indices of Prices and Wages in United Kingdom and United States 


Zones of Germany, 1949 and 1950 (First half) 
(September 1948 = 100) 


———— 


Period Hourly Weekly Cost of ad cele 
earnings earnings living earnings earnings 
1949: 
March ret nner) TA eee 108 111 105 103 1 
pees 06 
June ae... Seca Ue ac hae ere ae 112 ihily 100 ial iy 
SED LEM DS pod wissen wai etiecinletner moun na 113 122 OT 116 126 
December! ctx 2 ches. eee 114 122 98 116 124 
1950: 
March: Senet sare ae OM 115 124 96 12 
ate ete 0 12 
June ret eee ee 1G Te bs a ny, 129 95 123 136 


Source: Statistical Office of the Combined Economic Area, Wirtschaft und Statistik, 1949, 1950. 
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Table 37. Employment, Unemployment and Labour Force in Western Germany, 
1948 to 1950 (First half) 


(In millions of wage and salary earners) 
ee ee eS en eee tay ele AT wt ORE 


Wambes of 
Period Number Hired depersentane 
employed Total number Number labour of hired 
in industry® employed unemployed force labour 
United Kingdom and United States zones: 
1948: 
LI ae Poe a ee ite ee ee ee 2.8 1252 0.4 1287 Ses) 
DCDLEMDCHERE Mierat em tee, tte: Caen 3.0 1252 0.8 12.9 5.9 
DDECEMDERES: SFr Settee . POR | See, 12.4 0.7 ie) Sa!/ 
1949: 
Marc Hig Amerie | ROG cory nick A thes does 5.3 IP? AE 1.1 13.2 8.6 
VUNG parte gah ead Nets re kai, oeecés eee te 3.3 121 1.2 13.4 9.3 
Septenibenies Ae 3G Fy tee 3.4 1232 1.3 1355 9.4 
Decem Deis ei ahaa nee ite Sabi) Loe bs 12a 1.5 13.6 10.9 
Western Germany: 
1949: 
1S EATS) si eee hae gS gh a ie ea Bf, 13.4 12 14.6 8.0 
Pune), ME Ss See) 13.5 1.3 14.8 8.7 
September sf: d weaceetirs. tack. cee 3.8 13.6 1.3 14.9 8.8 
IDECEMNC he eee er cic ieee cae 3.8 13.6 1.6 Set 10.3 
1950: 
NVEATC hie foe ee eee tenn te te ae eee 3.8 ies 1.9 15-2 12.2 
June) .°...: , eerie eerie ee 4.0 13.8 1S) 15.4 10.0 


Source: Statistical Office of the Combined Economic Area, Wirtschaft und Statistik, 1949, 1950. 
a Wage earners in establishments employing more than ten workers, exclusive of public utilities and 


building. 


After reaching a post-war peak in the first quar- 
ter of 1950, unemployment fell sharply during the 
second quarter of 1950 as a result of an increase 
in employment. In June 1950 unemployment 


amounted to 1.5 million, or 10 per cent of the 
labour force available for hire.*® 


8In September 1950 unemployment fell again to 1.3 
million, or 8.2 per cent of the labour force available. 


B. Eastern Germany 


Industrial production in eastern Germany rose 
considerably from 1948 to 1949 and, again, in 
the first half of 1950, when the pre-war level of 
output was restored, as shown by the following 
indices (1936100) :* 


Index of industrial 


production 
1194S mira aes: hes eed y * 70 
DA QIN eR ered: Ocean Gers tae os 85 
1950) FiarstthaliPy seg Ga tee. 22 Ae 106 


Crop production increased substantially in 
1948/49 and remained roughly unchanged in 
1949/50 (see table 38). 

4 Based on data furnished by the Ministry of Plan- 


ning, quoted in Die Wirtschaft, 15 June 1950; also Die 
Wirtschaft, 13 October 1950. Ps 


Table 38. Agricultural Production in Eastern 
Germany, 1934-38 and 1947/48 to 1949/50 


(In millions of metric tons) 


Crop 1984-88 1947/48 1948/49 1949/50 
Bread grains 3.63 1.90 2.94 2.95 
Coarse grains ... 2.62 132, 1.24 oye) 
POLatOcsun ae 13.63 10.40 12.41 12.50 
Sugar beets 0.78 0.48 0.68 0.56 


a 


Source: Food and Agriculture Organization of the 
United Nations, Food and Agricultural Statistics, 1949, 
1950; United Nations, Economic Survey of Europe in 
1949, 


a Sugar content. 
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The rise in industrial and agricultural produc- 
tion resulted in a significant improvement in the 
supply of consumer goods in 1949 as compared 
with 1948. In 1950 there was a further increase 
in consumption, especially of meat and fats. The 
per capita consumption of these items has re- 
mained, however, far below the pre-war level.® 


The increased availability of consumer goods 
was reflected in the substantial rise in aggregate 
retail sales which, during the first quarter of 1950, 
rose by 33 per cent in real terms over the cor- 
responding quarter of 1949. While the increased 
volume of consumer goods was the major factor 
in reducing inflationary pressures in 1949 and 
1950, various other measures also tended to lessen 
the effective demand in relation to supply. 


In June 1948 a considerable part of the liquid 
savings accumulated during the war and post-war 
period was eliminated by monetary reform. How- 
ever, the large gap between consumer demand 
arising out of current income and the supply 
of rationed consumer goods persisted. A sub- 
stantial part of income left after purchases of 
rationed goods flowed to the black market and 
to local free markets where farmers were per- 
mitted to sell part of their produce. 


At the end of 1948 free sales of consumer 
goods were introduced in government stores at 


5 According to the five-year plan, the per capita con- 
sumption of meat will reach the 80 per cent mark in 
1952, and the pre-war level will be attained only in 1955. 


Until 1949 the economy of eastern Germany 
did not operate under a general economic plan. 
Short-term plans set up at various periods were 
limited to particular industries and represented 
general forecasts combined with programmes of 
allocation of scarce resources. 


In 1948 the nationalized enterprises, represent- 
ing about 60 per cent of industrial production, 
were unified into a single organization (Vereini- 
gung der Volkseigenen Betriebe). Similar organ- 
izations were established for nationalized trade. 
A short-term plan of a more comprehensive char- 
acter was drawn up for the second half of 1948, 
and the first two-year plan was adopted for 1949 


prices close to those of the black market. The 
introduction of free sales without a reduction 
in rationed supply was made possible by a sub- 
stantial increase in the volume of goods pur- 
chased by government agencies as a result of 
the rise in agricultural and industrial production. 
The introduction of free sales reduced the scope 
of the black market considerably and cut deeply 
into black market profits. 


In 1949 and 1950 the improvement in the sup- 
ply position resulted in substantial increases in 
rations and in the volume of free sales. There was 
a steep decline in prices of non-rationed goods in 
government stores and in farmers’ local free mar- 
kets, which had previously been at very high 
levels. At the same time there were increases of 
from 6 to 25 per cent in the prices of rationed 
goods, with the exception of bread, macaroni, 
sugar and potatoes. The net effect of these 
changes, combined with rising average money 
wages, was to raise the real earnings of wage and 
salary earners substantially. 


The increase in industrial production was as- 
sociated in 1949 and 1950 with an increase in 
industrial employment and in average output per 
man. Unemployment rose substantially after the 
monetary reform in the middle of 1948 and 
reached its peak in March 1949. However, it 
declined considerably during the remaining nine 
months of the year, and in 1950 was reported 
virtually eliminated. 


and 1950. The two-year plan, which in many 
respects was similar to those of the planned 
economies of eastern European countries, was a 
comprehensive integrated plan for the entire 
economy, and it contained definite targets for each 
industry. 


The dual character of the economy of eastern 
Germany, with its large private sector in industry, 
trade and agriculture, was reflected in the two- 
year plan and in its contemplated method of im- 
plementation. While the targets for the national- 
ized sector were compulsory and involved detailed 
plans of investment, output, employment, wages 
and productivity for individual enterprises, the 
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plans for private industry represented general tar- 
gets for entire industries and did not involve the 
administrative intervention of the planning author- 
ities in the operation of individual enterprises. The 
co-ordination between the nationalized and the 
private sectors was established through contracts 
between the Government and private enterprises 
which were based on competitive bids that took 
into account prices, quality and delivery dates. 
Thus the private sector operated within the frame- 
work of the general plan but was not subject to 
direct administrative controls. The private sector 
was, however, influenced by the government tax 
policy, by the allocation of raw materials and, in 
the case of agriculture, by compulsory deliveries 
of agricultural supplies. 


The general goal of the original two-year plan 
of reconstruction was to raise industrial produc- 


tion in 1950 to 95 per cent of the 1936 level. 
In 1949, this figure was revised to 103 per cent 
of pre-war levels, and the revised aim was ex- 
ceeded in the first half of 1950. 


In August 1950, a new five-year plan was pre- 
pared for 1951 to 1955. The general targets of 
the plan are a 90 per cent rise in industrial pro- 
duction, a 60 per cent increase in the productivity 
of labour and a 13 per cent rise in employment. 
It is planned to increase money wages 20 per cent, 
and to reduce the cost of living 28 per cent. The 
five-year plan provides for a considerable in- 
crease in total per capita consumption. The 
planned per capita food consumption in 1955 is 
slightly above that of 1936 and involves a drop 
in the consumption of cereals and potatoes and a 
considerable increase in the consumption of meat 
and milk products compared with 1950 levels. 


Chapter 5 
JAPAN 


In spite of the monetary reform of March 
1946, strong inflationary pressures continued to 
be felt in Japan from 1946 to 1948, mainly be- 
cause large budget deficits continued and because 
the supply of essential consumer goods remained 
at a much lower level than before the war. The 
rationing system was merely partial, and was ef- 
fective only for some essential commodities, such 
as rice. Most commodities were price controlled 
but, in general, not rationed; some commodities 
were legally sold at free prices. Owing to acute 
shortages of goods and to ineffective controls, 
there was a substantial black market in com- 
modities subject to control; black market prices 
were several times higher than controlled prices. 
Throughout the period, prices—both controlled 
and black market—and wages rose continuously. 
The weighted index of official, free and black mar- 
ket consumer prices increased about fourfold 
from the middle of 1946 to the end of 1948. 


In December 1948, an economic stabilization 
programme was adopted; this consisted of fiscal 
and monetary measures, such as the balancing of 
the budget by decreasing government subsidies 
and strengthening tax collections, the restriction 
of bank credit and the establishment of a single 
exchange rate for the yen. 


According to official statistics, the index of 
manufacturing production in 1949 increased 37 
per cent over the 1948 level. The index of mining 
production rose 15 per cent, but residential con- 
struction declined sharply. The combined index 
for manufacturing production, mining and con- 
struction, which is weighted by the number of em- 
ployees in the three industries in 1948, increased 
26 per cent in 1949 (see table 39). 


The increase in manufacturing production re- 
corded in the official statistics is, however, likely 
to overstate the actual change in the physical vol- 
ume of production from 1948 to 1949 because 
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of the large-scale black market activities in in- 
dustrial products which flourished in Japan dur- 
ing 1948. These products were probably not 
reflected in the official index of production for 
1948. Since black market transactions in indus- 
trial products diminished considerably in 1949, 
the increase from 1948 to 1949 shown in the 
official production figures is likely to represent, to 
a considerable extent, the coming into the open 
of previously unrecorded production. It should be 
noted in this connexion that the index of industrial 
consumption of coal increased very little from 
1948 to 1949; accordingly, the rise in industrial 
production in 1949 is not likely to have been 
large. Since industrial employment and average 
hours worked declined from 1948 to 1949, such 


1 Even though some discrepancy between the two in- 
dices is normal because industrial consumption of coal 
changes to a lesser degree than the index of manufac- 
turing production, the discrepancy in movement from 
1948 to 1949 is unusually large. This is evident espe- 
cially when the size of the discrepancy is compared with 
that from 1949 to the first half of 1950: from 1948 
to 1949, the index of industrial consumption of coal 
(coal delivery to domestic industries, adjusted for 
changes in stocks) rose 3 per cent, and the official index 
of manufacturing production 37 per cent; from 1949 
to the first half of 1950, the change in the former 
was 10 per cent and in the latter 12 per cent. 


Table 39. Indices of Manufacturing, Mining 
and Building Production in Japan, 1949 and 
1950 (First half) 


(1948 = 100) 
Total 
Residen- indus- 
Period Manufac- tial con- trial pro- 
turing Mining struction duction» 
1949 Full year ..... ME}! 116 82 126 
1949 First half"... ishil 1H} 99 124 
SSO ersten ieee ilSys! ivy 59 135 


re 


Source: Supreme Command for the Allied Powers, 
Japanese Economic Statistics (Tokyo). 


a Average of floor area of residential units started and 
completed. 

> Weighted by the number employed in 1948 in the 
three branches. 
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increased production as did take place was due 
entirely to increased output per worker. There 
was some increase in visible unemployment, but 
its level was still very low in relation to the labour 
force (see table 40). 


Table 40. Employment and Unemployment in 
Japan, 1948 to 1950 (First half) 
Ratio of 
visible un- 
Index of Visible employment 
Period industrial unemployment to total 


employment® (thousands labour force 


(1948 = 100) of persons) (per cent) 
OAS errs Seer 100 243 0.7 
1949 Full year .... 97 382 1.0 
1949 First half .... 96 397 1.1 
1950 First half .... 98 448 1.2 


Source: Supreme Command for the Allied Powers, 
Japanese Economic Statistics. 


a Manufacturing, mining and construction workers. 


Indices of food production from 1947/48 to 
1949/50 are given in table 41. The production of 


-~ all staple food crops in 1948/49 surpassed that 


in 1947/48; moreover, the output of fishery 
products increased substantially. The higher pro- 
duction of 1948/49, in addition to increased food 
imports, led to a significant improvement in the 
food supply during 1949. In 1949/50, the output 
of fishery products as well as all major crops 
except potatoes increased further. 


Table 41. Indices of Production of Staple 
Foodstuffs in Japan, 1948/49 and 1949/50 


(1947/48 = 100) 


Item 1948/1949 1949/50 
PURGE ah aly ANY ok Se her a ee 106 12, 
Bavleyeand swheatun rt ccer.6 1. 123 142 
BOtALOGS 1S er nec ee paiek ays. ose 3 130 123 
bisherya products! Brie. ao «ian 115: NS) 


Source: Japanese Ministry of Finance, Statistical Ab- 
stract of Japanese Economy, 1950 (Tokyo). 


a Including white potatoes and sweet potatoes. 


The increases in industrial and agricultural 
production from 1948 to 1949 appear to have 
led to a small rise in Japan’s real gross national 
product. The changes from 1948 to 1949 in the 
components of the real gross national product 
may be summarized as follows. Government ex- 


penditure on goods and services in real terms? 
may have increased somewhat. Gross private in- 
vestment in plant and equipment declined ap- 
preciably, as did residential construction, but 
these declines were probably offset by the sharp 
increase in investment in inventories. The quan- 
tum of exports rose more than that of imports, 
with the result that the balance improved some- 
what.’ It thus seems that the sum of the non- 
consumption components of the real gross na- 
tional product increased slightly from 1948 to 
1949. As is shown in table 42, the level of real 
consumption expenditure by urban families rose 
somewhat from 1948 to 1949. Since consumption 
by rural families appears to have fallen, total 
national consumption probably remained at about 
the same level. 


Table 42. Indices of Consumption Expendi- 
ture of Urban Families in Japan, 1949 and 
1950 (First half) 


(1948 = 100) 


Consumption ex- 


Consumption ex- 
penditure in 


penditure at con- 


Period current prices stant prices 
Food Total Food Total 
(OO eee, ee ee E35) 135 107 103 
1949" First half (2. 127, 128 100 97 


LOSO} First half ea. 124 130 110 105 


Source: Calculated from data in Japanese Economic 
Statistics, issued by the Supreme Command for the fede 
Powers. 


The stability in total consumption was the 
result of conflicting influences. The small increase 
in non-consumption expenditures from 1948 to 
1949 was accompanied by a sharp increase in tax 
revenues and a reduction in subsidies following 
the fiscal reform. Thus considerable deflationary 
pressure was exerted. Moreover, the establish- 
ment of a single exchange rate for the yen led 
to a substantial increase in the yen prices of im- 
ports in relation to those of exports and, though 
the import balance in terms of quantum fell 
somewhat, the import balance in terms of yen 


2Deflated by the index of effective consumer prices. 

3 Reliable data for the quantum and price of Japanese 
trade are not available. However, since foreign trade 
dollar prices in the main Japanese importing and ex- 
porting markets remained fairly stable from 1948 to 
1949, the approximate magnitude of the changes in the 
quantum of Japanese imports and exports is reflected 
in the changes in the dollar value of trade (see table 43). 
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Table 43. Value of Imports, Exports and 
Balance of Trade of Japan, 1948 to 
1950 (First half) 


1949 a) 
Item 1948 1949 ae We 
i” eee ee ee ae 
Inthousand millions 
of Japanese yen: 
EXpOLtsane eae 52.0 169.3 82.7 116.8 
Im portseeee ee 60.3 284.5 93.0 166.2 
Balance —8.3 —115.2 —10.3 —49.4 
Inthousand millions 
of United States 
dollars: 
EXpOctS mene 0.26 0.51 0.26 0.32 
imports seen 0.68 0.90 0.50 0.48 
Balance —0.42 —0.39 —0.24 —0.16 


Source: Japanese Ministry of Finance, Statistical Ab- 
stract of Japanese Economy, 1950; United Nations, 
Monthly Bulletin of Statistics. 


increased considerably (see table 43). This 
factor, which is equivalent to a reduction in 
bounties or an increase in duties, also contributed 
to a reduction in demand for consumption goods. 
The major factor which none the less sustained 
the level of consumption in 1949 was the increased 
food supply. 


While the consumption of non-food items, in 
real terms, decreased, the food consumption of 
urban families increased 7 per cent, as is indicated 
in table 42; this increase was made possible by 
the fact that, though the prices of rationed food 
were raised by the withdrawal of government sub- 
sidies, food rations were increased and food prices 
in the free and black markets declined sharply in 
relation to spendable income of mass consumers. 
The result was that from 1948 to 1949 the aver- 
age price paid by consumers for food rose, on 
balance, less than their spendable income. 
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From the first half of 1949 to the first half of 
1950, manufacturing production increased 17 per 
cent and mining production 4 per cent, as is 
shown in table 39, but construction continued 
its downward trend and dropped 40 per cent. The 
combined index of manufacturing, mining and 
construction increased about 9 per cent. Industrial 
employment (including employment in construc- 
tion) rose only slightly, however, because of a 
further increase in output per man. Visible unem- 
ployment, though higher than in the first half of 
1949, remained low in relation to the labour force. 


The rise in industrial production, together with 
the increase in agricultural output in 1949/50 
(see table 41), led to an increase in the real gross 
national product in the first half of 1950 as com- 
pared with the first half of 1949. The following 
changes in the components of the gross national 
product account for this increase. Government ex- 
penditure on goods and services increased sub- 
stantially in real terms. Private investment in 
plant and equipment seems to have increased, 
mainly as a result of the release of counterpart 
funds towards the end of 1949. Residential con- 
struction, however, continued to decline; the ac- 
cumulation of inventories was much slower and in 
many cases changed to liquidation. The quantum 
balance of exports and imports improved as a 
result of an increase in the volume of exports. 
Finally, consumption by urban families increased. 
significantly, and this was probably true of total 
consumption as well.® 


*The combined index of manufacturing and mining 
in the first half of 1950 was 14 per cent below the 
average for the period 1932-36. 

5 Total consumption per urban family in the first half 
of 1950 was, however, still about one-fourth below the 
level of 1934-36. 


Table 44. Indices of Prices in Japan, 1949 and 1950 (First half) 
(1948 = 100) 


————————————————— 


Period ly 

prices, 

Tokyo 
1949 Sully eats tytn heen eee ee 162 
L949 mirstehalfeave sire ope eee 158 
ESS ORE irstalial Lara ae ee ee 154 


Free and “Effective” consumer prices® 
black mar- 

ket prices, Tokyo Urban Japan 
consumer ——_—_———. ——__——. 
goods, Tokyo Food Total Food Total 
106 118 125 126 132 
1d 123 129 128 132 

74 107 iY/ 114 123 


I 


Source: Supreme Command for the Allied 
Powers, Japanese Economic Statistics; Bank of 


Japan, Financial Statistics Monthly (Tokyo). 


_2 Average prices of individual items on offi- 
cial, free and black markets, weighted according 
to quantities purchased in such markets. 
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The movement of prices in 1949 and the first 
half of 1950 is shown in table 44. As mentioned 
above, official prices increased sharply from 
1948 to 1949 as a result of the withdrawal of 
subsidies; however, free and black market prices 
rose very little. The discrepancy between black 
market and official prices thus lessened consider- 
ably. The movement of the “effective” consumer 
price index, which represents combined official, 
free and black market prices, also reflects the rela- 
tive increase in cheaper rationed supplies. 


From the first half of 1949 to the first half of 
1950 the official price index fell somewhat, and 
the index of free and black market prices dropped 
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sharply. The discrepancy between black market 
and official prices thus continued to fall. The rela- 
tively small drop in the “effective” price index in 
relation to declines in the component indices is 
probably due to the increase in the weight of the 
more expensive free market supplies as a result 
of the gradual decontrol of many items. 


Real wages of industrial workers in large enter- 
prises increased substantially in the course of 
1949 and the first half of 1950. While other cate- 
gories of workers did not fare so well as indus- 
trial workers, the average real wages of all 
workers also appear to have increased during 
this period. 


Chapter 6 


CHINA 


Although data are fragmentary, an attempt is 
made in this chapter to review major economic 
changes in China since 1949. The first section 
deals with the area governed by the National 
Government of China, the island of Taiwan, and 


the second with China proper? and the North- 
eastern Provinces (Manchuria). 


1In lieu of an entirely satisfactory expression, the 
term “China proper” is used to refer to the mainland 
of China, excluding Tibet, Sinkiang, Inner Mongolia 
and the North-eastern Provinces (Manchuria). 


Taiwan 


In the first half of 1949, hyper-inflation con- 
tinued in Taiwan; the cost of living in Taipeh 
rose tenfold from January to June. On 15 June, 
a monetary reform was introduced under which 
the old yuan was exchanged for a new yuan at 
the rate of 40,000 to 1, and the official exchange 
rate for United States notes was fixed at five new 
yuan to one United States dollar. The Bank of 
Taiwan was authorized to buy and sell gold in 
the open market at a price fixed by the Bank. 
The selling of gold by the Bank of Taiwan was 
the main factor in the subsequent overcoming of 
hyper-inflation, because the free sale of gold 
offered an alternative to the hoarding of com- 
modities for the investment of liquid funds. How- 
ever, in the second half of 1949 prices continued 
to rise, though on a much smaller scale than in 
the first half; from June 1949 to February 1950 
wholesale prices increased 2.4 times. 


Index of wholesale 
prices in Taipeh 


1949 


Lt SPIUNeP re re ea ee 100 
WY) IEGIUIEWAY Soca busonoacn 2 242 
LOS OMe UL aerate ea eel ae 247 
USO efSM ogo ate oe pun as 325 


Source: Hsin Sheng Sheh, Rejuvenated Taiwan (Tai- 
peh, 1951); China Economist (Taipeh). 


The rise was the result of continuing large 
budget deficits in the administrative and military 
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budgets; in the second half of 1949 only about 
15 per cent of total government expenditure was 
covered by taxation. 


From February to July 1950 wholesale prices 
(in Taipeh) were stable. The main factors which 
contributed to this stabilization were as follows: 
The Bank of Taiwan continued to sell gold at 
prices which were somewhat lower than in June 
1949, though commodity prices, as mentioned 
above, were about 2.4 times as high as in that 
period. The administrative budget was approxi- 
mately balanced as a result of the cuts in expen- 
ditures and the increases in taxes. The import 
surplus rose significantly, as compared with the 
second half of 1949, mainly as a result of sup- 
plies granted by the United States through the 
Economic Cooperation Administration. Finally, 
the supply of rice improved, owing to an increase 
of 15 per cent in production from 1949 to 1950. 
The latter factor was reflected in the fact that, 
while the price of rice changed more or less pro- 
portionately to the general price level from June 
1949 to February 1950, it declined about 15 
per cent in the period of price stabilization from 
February to July 1950. 


After July 1950 prices again started to rise, 
and by September had increased about one-third. 
This was, at least in part, related to the increase 
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in the selling price of gold by the Bank of Tai- 
wan, which reflected the rapid depletion of its 
stock of gold. 


The increase in the production of rice in 1950, 
mentioned above, was achieved partly at the ex- 
pense of a reduction in the acreage of sugar-cane. 
However, because rice has a shorter growing 
period than sugar-cane, the effect on the harvest 
of rice appeared in 1950, while the sugar crop 
will be affected only in 1951. In 1949 a decree 
substantially reducing farm tenant rents was pro- 
mulgated. 


Changes in the industrial production of im- 
portant commodities in Taiwan in 1949 and the 
first half of 1950 are shown in table 45. 


Table 45. Indices of Industrial Production in 
Taiwan, 1949 and 1950 (First half) 


(1948 = 100) 
1950 
Commodity 1949 First halfa 

Coal eee eee ae 92 69 
Electniciivaer ae ae 101 119 
SURAT E Greer 241 232 
Gottony alia 134 197 
Gottonscloihweee ee LS 166 
Saleen tants eee 206 163 
Keroseneee cenit 93 40 

OaD ie cca eee 150 220 
Raper Meare. eke aes 89 127 
Fertilizer eee 120 119 
Cement rat aes ee 124 139 


Source: Min Tze Sheh, Reconstruction in Taiwan 
(Taipeh, 1950). 


2 Annual rate. 
b Figures for crop years. 


China Proper and North-eastern Provinces (Manchuria)’ 


The analysis below relates to developments in 
China proper and in the North-eastern Provinces 


-~(Manchuria) under the administration of the Cen- 


tral People’s Government of the People’s Republic 
of China. 


GENERAL ECONOMIC TRENDS IN CHINA PROPER 


The major economic problem at the beginning 
of 1949, when the new administration came to 
power, was the existing hyper-inflation. A com- 
prehensive monetary reform was not introduced, 
but People’s Bank currency was issued in the 
first half of 1949 to replace the old currency in 
circulation. The conversion rates varied from 
region to region and were reported to have been 
determined so as to reflect the difference in the 
degrees of inflation among the various regions. 


Other anti-inflationary measures, however, 
were adopted. Large inventories of the National 
Government and privately hoarded goods were 
confiscated. At the same time, considerable pri- 
vate hoardings were liquidated in anticipation of 
a more rigorous new economic policy. Having 
gained control over the confiscated supplies, the 
authorities were in a position to centralize their 
distribution through government trading compa- 
nies and to resort to large-scale dumping, and 
thereby to reduce and stabilize prices when 
scarcity caused prices in‘a particular area to rise 


sharply. Measures were also adopted to keep the 
real value of savings stable in terms of millet, 
rice or a “parity savings unit”, and thus to avoid 
renewed hoarding. The parity unit in use in 
Shanghai consists of the market prices of 1.56 
catties of medium-grade rice, one foot of cloth, 
one ounce of ground-nut oil and one catty of 
coal briquettes; this is in fact a weighted cost of 
living index. The components of the parity sav- 
ings unit vary in different cities to reflect local 
consumption habits, but in all cases they consist 
of the most essential consumer goods. 

Bank loans to private industries were also 
converted into real terms in order to eliminate 
borrowing for speculation; the units used for 
conversion were the principal products of the 
particular industry concerned, or the parity unit. 


There were in general no price controls for 
consumer goods, though profit margins were 
fixed and controlled. There was no attempt to 
regulate the demand for basic consumer goods by 
a comprehensive rationing system. Partial ration- 
ing of rice was adopted in certain large cities 
where point rations were given only to industrial 
workers and government employees; its general 
purpose was to guarantee the minimum consump- 


2The inclusion of this economic study is of course 
not intended to have and should not be construed as 
having any implications regarding the question of rep- 
resentation of China in the United Nations. 
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tion requirements for these groups rather than to 
restrict demand, since purchase of additional 
amounts in the open market was permitted. 


The liquidation of hoarded goods, and with it 
the centralized distribution of supplies, were ma- 
jor factors in bringing about an approximate sta- 
bility of prices between July and October 1949. 
After the exhaustion of government-held stocks, 
there began a period of sharply rising prices be- 
cause the basic inflationary pressures, which were 
due mainly to the low levels of supply coupled 
with a considerable budget deficit, made them- 
selves felt (see table 46). Industrial production 
was at a low ebb owing to difficulties in getting 
replacements for machine parts, insufficient sup- 
plies of fuel and power and lack of raw materials. 
Until March 1950, as shown in table 47, the num- 
ber of factories in operation in different industries 
in Shanghai was very small; moreover, many fac- 
tories were operating below capacity. Food sup- 
plies also decreased considerably, and imports 
of food, which normally supplied a large propor- 
tion of the requirements of large cities, ceased 
completely. The yield of the summer crops® in 
1949 varied widely among different regions, as 
a result of drought, flood and the spread of war- 
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fare; the total harvest (excluding that of Man- 
churia) was estimated at about 10 per cent below 
the level of the previous year. 


The low level of industrial and food supplies 
was associated with relatively high levels of budget 
deficit and of private investment. It has been re- 
ported that total government revenues during this 
period were still only about 40 per cent of total 
government expenditures, which were maintained 
at high levels for both public investment and 
military purposes. Private investment also con- 
tinued at a relatively high level for purposes of 
reconstruction and was financed by liberal bank 
credits. 


The period of sharply rising prices lasted until 
March 1950; during this period, the price indices 
of the parity savings units in large cities rose 
about sevenfold, as shown in table 46. This in- 
crease was accompanied by some decline in real 
wages in spite of the policy of pegging money 
wages to the cost of living. 


3 There are generally two harvests in a year. The 
summer crop, which comes in September, consists mainly 
of rice, while the winter crop in March consists mainly 
of wheat and barley. 


Table 46. Price indices of ‘Parity Savings Unit’ in China, 
1949 and 1950 (Nine Months) 


(January 1950 = 100) 


rr 


Year and month Shanghai Nanking Hankow Tientsin Canton» 
1949: 
UU err tener MES Sete cee 9 
Julyeras. Voc honiny. belt eae. Oe 19 oe 
PALIGUSCT te serie ON oot acs ee Re a ak 
eptember serene met sey lee et ee 20 20 2M 22 
Octobeniee cece. 7 tae oer tae oh ene 2 ty 22 24 
INOVem berets se ons. ce ee ee eee 50 43 46 67 
December H2.,..Reek.. oe ee a2 62 qs) 81 
1950: 
JANUATVARS Stade Le Py eee ee oe 100 100 100 100 
RC DIULATY te Soi oxi’. surgi ew. oa eee ann 146 134 154 134 168 
March 5 Sen ET tee ie itil ere ob 157 144 17/22 167 231 
ae Me hs a El, he eae MER, MORES | SIR 143 123 130 150 170 
; ENE Ss, bonne eee ee eee eee ee od 136 115 130 140 152 
tyne SLA cee CE ee ee Ne 132 113 130 U7 144 
aly Pom 9c Oo Ste 130 115 ial 131 149 
US US teks i rarcas Sy Mit tuat oa o sce, OO ei ae 130 115 125 129 139 
Septem Det wre an ses csc 126 113 120 129 133 


SE ESE ee 


Source: Ta Kung Pao (Shanghai). 
® Data for Nanking, Hankow and Tientsin 
sometimes based on Jess than a full month. 


>Canton came under the control of the 
present government at the end of 1949, 


ee 
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Table 47. Number of Factories in Operation 
in Shanghai, by Industry, 1949 (Second half) 
and 1950 (First quarter) 


(In percentage of total in existence in July 1949) 


1949 1950 

Type of factory ss 
or product July Sep- Decem- January 

tember ber toMarcha 


Producing investment goods: 


Building materials ...... 11 57 43 

Machinery y..> fs Jac ese: 20 89 91 oe 
Stcclmrohneny mene re orc 41 60 87 80 
Jronmeworksa.cyts 1.6 cl: te 20 98 90 £: 
Chemicals (including dyes) 30 58 61 41 


Producing consumer goods: 


Silk*weaving oo... oe of 78 78 36 
Gottonuweaving’ 2.2 2. b. 20 SOL On 86 
NVOOl Weaving ln sees. 91 93 89 41 
Apparel hawt cr sere et 64 44 be ss 
Towels and sheets ...... 7 33 64 49 
Knitted hosiery ......... 40 67 60 ae 
Machine printing and 

aC het ae oe 30 80 68 30 
Moothbrushes s-. =e >: 50 80 a “6 
Bnamelware je: aa. Ge 55 58 60 40 
EGS Canin Spee. cs een, 68 83 * is? 
Wheat flour milly, o2..... 40 4 47 
One (edible) millsia ee. <.- 87 93 81 
(OAIRE IESO - GEE Meee Me 40 91 


Source: Ta Kung Pao. 


a The figures for January to March 1950 are published 
in the original as indices on the base of December 1949. 


After March 1950 consumer prices declined 
and real wages rose. The most important single 
factor responsible for the decline in over-all infla- 
tionary pressures was the considerable improve- 
- ment in the government budget. The budget esti- 
mate for 1950 anticipated that government reve- 
nues from taxes and profits of government enter- 
prises would cover 81.3 per cent of government 
expenditures. Revenues rose sharply owing to 
improvements in the efficiency of tax collections, 
increases in tax rates and rising profits of govern- 
ment enterprises. Moreover, as a result of a scheme 
for centralizing government finance, promulgated 
in 1950, drastic retrenchments were made in gov- 
ernment expenditures. Of the deficit of 18.7 per 
cent, it was planned to finance 11.5 per cent by an 
increase in note issue and 7.2 per cent by an issue 


4 The distribution of individual items in central gov- 
ernment expenditures and revenues was as follows (in 
percentages): expenditures: military, 38.8; investment 
in government enterprise, 23.9; administration, 21.4; 
culture, education and health, 4.1; subsidy to local 
governments, 2.3; and contingency fund, 9.4. Revenue: 
land tax (in kind), 41.4; other tax revenue, 38.9; gov- 
ernment enterprises, 17.1; public warehouses, 2.4; and 


others, 0.2. 4 


of long-term bonds. Since the bonds were to be 
sold mainly by means of government assignment 
to individuals and corporations, most of the re- 
ceipts were in effect equivalent to an increase in 
taxation. In addition to the improvement in the 
budgetary position, bank credits for financing 
private investment were also restricted.® 


A second major factor in the reduction of infla- 
tionary pressures was the improvement in the 
supply position of many individual consumer 
goods. As reflected in the industrial consumption 
of power, after the second quarter of 1950 in- 
dustrial production in Shanghai recovered from 
the extremely low level of the first quarter. The 
production of cotton textiles in government- 
owned cotton mills in Shanghai*® increased nearly 
50 per cent from the first to the second quarter of 
1950." Food supplies also rose, since winter food 
crops harvested in 1950 were larger than in the 
corresponding period of 1949; the wheat harvest 
was reported about 15 per cent higher. Moreover, 
transportation difficulties which in the past had 
caused an uneven distribution of the supply of 
scarce consumption goods among different regions 
were generally eased by the restoration and im- 
provement of railway communication in 1950. 
This factor, in turn, strengthened centralized dis- 
tribution of supplies. 


INSTITUTIONAL CHANGES IN CHINA PROPER 


The announced over-all objective of the eco- 
nomic policy of the new administration has been 
to achieve a fully planned mixed economy of 
government ownership and private enterprise, 
with government dominance in major industrial 
and commercial activities. Immediately after its 
coming to power in China proper in early 1949, 
the new administration took action to change the 
institutional framework as a first step in a gradual 
evolution towards a fully planned economy. Dur- 
ing a large part of 1949, however, this action 
was undertaken mainly in connexion with current 


5 This factor, together with the closing down of in- 
efficient plants, led to some increase in visible unemploy- 
ment. 

6 Production by government-owned mills amounted 
to about three-fifths of the total production. There were 
indications that production by private firms showed a 
similar trend. 


7 Cf. Economic Weekly and Ta Kung Pao. 
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economic problems arising from hyper-inflation 
and the continuation of military activities. It was 
not until early 1950, after relative economic sta- 
bility had been attained in most parts of China, 
that planning could play a more important role 
in government economic policy. To implement 
the policy, many economic measures which had 
previously been introduced to meet immediate 
needs were consolidated or modified, and the 
programme of institutional reforms was further 
intensified and broadened. 


By the end of 1950, planning was still limited 
since a comprehensive programme for consump- 
tion, investment, distribution and production in 
individual industries had not been laid down. 
However, the institutional framework of the 
Chinese economy had undergone fundamental 
changes. 


The government-owned sector of industry has 
become the keystone of economic planning. Not 
only have public utilities and heavy industries 
been nationalized, but, in many instances, gov- 
ernment operation has been extended to light 
industries. In the nationalized sector, production 
is subject to direct governmental control, plan- 
ning and co-ordination. No comprehensive system 
of direct controls has been imposed on the pro- 
duction of private firms whose activities are re- 
stricted to consumption goods industries, but profit 
margins in private industries are fixed and con- 
trolled. Moreover, an attempt is made to absorb 
the private sector of industry into the planning 
process through such indirect measures as the 
placing of orders, the allocation of raw materials 
and the granting of bank credits on a selective 
basis. 


A system of centralized distribution has been 
established through the operation of a complex 
of government trading companies. These com- 
panies are operated in accordance with cost ac- 
counting principles, with emphasis on profit; since 
March 1950 they have begun to function on a 
nation-wide basis through regional branches and 
sub-branches. In the second half of 1950 there 
were six companies engaged in domestic trade in 
foodstuffs, cotton yarn and cloth, salt, coal and 
building materials, local products and general 
merchandise. Six other companies were engaged 
in foreign trade in hog bristles, fats and oils, tea, 


mineral products, exports of local products and 
general imports. The main functions of these com- 
panies were (a) to purchase in bulk directly from 
producers and to build up government stocks; (b) 
to facilitate the exchange of goods between urban 
and rural areas and to regulate the relationship 
between prices of industrial and agricultural 
products; (c) to regulate supplies of essential 
commodities among different cities in order to 
avoid violent price rises due to local conditions; 
(d) to operate government retail stores which sell 
essential commodities at low profit margins; and 
(e) in the case of the foreign trade companies, to 
control the composition of imports and to mono- 
polize major exports. 


An agrarian reform plan has introduced funda- 
mental changes in agriculture although, owing to 
special local conditions, the reform has not been 
completely carried out for the whole country. In 
the second half of 1950 the gradation of reforms 
ranged from simple rent reduction in areas of 
southern and south-western China, through land 
redistribution in areas above the Yangtze, to col- 
lectives and government-owned farms in parts 
of north China. In areas such as north China, 
which have been under the control of the present 
authorities for some time, there are, roughly, 
three major categories that make up the rural 
economy: (a) private peasant holdings worked 
by individual farm families; (b) village co-op- 
eratives based on private ownership of land but 
with pooling by the farmers of labour, tools and 
livestock on a co-operative basis; and (c) govern- 
ment-owned farms operated with hired labour. 


Broadly speaking, the trend has been towards 
the extension of co-operatives on the basis of 


rivate ownership rather than towards government- 
owned farms. 


Land taxes were reduced during 1950. Regula- 
tions which came into effect in the second half of 
1950 stipulated that the central government’s share 
of the summer harvest would be curtailed to 13 
per cent of the principal crops, and that additional 
grain taxes imposed by local governments could 
not exceed 15 per cent of the national rate. The 
tax is progressive and calls for a levy of 10 per 
cent on the physical output of “poor peasants”, 15 
per cent on “middle peasants”, 25 per cent on 
“rich peasants”, 50 per cent on “landlords” and 


Chapter 6. China 


80 per cent on “special families” whose annual 
farm receipts exceed 6,000 bushels of grain. 


Lastly, a network of co-operatives has been 
established on a national basis to provide a link 
between government companies and organized 
small private farmers and handicraftsmen. There 
are four general types of co-operative: supply 
and marketing co-operatives, consumers’ co-op- 
eratives, credit co-operatives and producers’ co- 
operatives. The benefits that are offered to farmers 
and handicraftsmen include preferential prices on 
government goods, wider credit and improved 
marketing facilities. 


DEVELOPMENTS IN NORTH-EASTERN PROVINCES 
(MANCHURIA ) 


The economic situation of Manchuria during 
1949 and 1950 differed from that of China proper 
in many respects. Partly owing to the earlier ces- 
sation of military operations, a comprehensive sys- 
tem of planning had been adopted in Manchuria 
by 1949. 


The structure of Manchuria’s economy under- 
went a more complete change than that of China 
proper. First, a land redistribution programme was 
fully carried out, and a few experimental col- 
lective farms were set up. Second, the role of the 
private sector in industry was reduced to a greater 
extent. In the second half of 1950, the private 
sector comprised only small workshops which, 
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though numerous, were confined to finishing pro- 
cesses; even these workshops are being rapidly 
amalgamated into controlled co-operatives or are 
being merged with government undertakings. 
Third, government trading companies play a 
dominant role by supplying, on the average, 45 
per cent of the total consumer demand; in some 
commodities, they control the entire trade. Con- 
sumer co-operatives are more fully organized than 
in China proper; during the first half of 1950, 
they handled at least one-fourth of the total 
retail trade. 


The economic situation in Manchuria during 
1949 was more stable than in the rest of the 
country; price increases were much smaller than 
in the rest of China. Total production nearly 
reached the planned target. In the field of indus- 
trial production (excluding munitions), output ex- 
ceeded the plan by 4.5 per cent, but agricultural 
production fell short by 10 per cent. Industrial 
employment, productivity and real wages in- 
creased considerably. 


The plan for 1950 aimed at an increase of in- 
dustrial production by 93 per cent and of agri- 
cultural production by 37 per cent, as compared 
with 1949. This would bring industrial production 
to 57 per cent and agricultural production to 93 
per cent of the 1943 level, which was a peak in 
Manchurian output. Industrial production in the 
first half of 1950 surpassed the planned objective. 
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Chapter 7 
DEVELOPMENTS IN INTERNATIONAL TRADE 


The Changing Pattern of Trade 


World trade in 1949 and the first half of 1950 
developed against a background in which the 
world’s production of goods continued to increase. 
The further expansion of industrial and agricul- 
tural production, chiefly in Europe, provided 
larger exportable surpluses of foodstuffs, raw 
materials and, particularly, manufactures and at 
the same time reduced abnormal post-war im- 
port requirements, especially for foodstuffs. The 
deferred demand for goods had been satisfied in 
large measure by the end of 1948, and the 
foreign exchange reserves which supported this 
exceptional demand in many under-developed 
countries had shrunk. 


There was a significant expansion in the vol- 
ume of world trade from 1948 to 1949, and from 
the first half of 1949 to the corresponding period 
of 1950.1 Table 48 shows the movement of the 
quantum of exports and imports between 1948 
and 1950 for the world as a whole and separately 
for the United States, western Europe and the 
rest of the world. The quantum of world exports 
in 1949 was 9 per cent above that of 1948, the 
latter being the first year since the end of the war 
in which world trade reached the pre-war level 
of 1937; in the first half of 1950 it rose to a level 


1 The present chapter discusses the changes in the vol- 
ume, value and direction of international trade and their 
effects on the trade balances of various countries and 
regions. The manner in which international settlements 
were made during this period is covered in the next 
chapter. The impact of changes in the import or export 
balances of different countries or areas on their domestic 
economic situation has already been dealt with in part I 
of the report. 


‘2 As was to be expected, the dollar value of world 
trade at current rates of exchange showed a sharp drop 
after the currency devaluations of late 1949. When the 
exports of devaluing countries are expressed in dollars 
for purposes of international comparison and summation, 
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about 13 per cent above that of both 1948 and 
19374 


The increase in world trade between 1948 and 
the first half of 1950, however, was the net re- 
sult of sharply divergent movements in the trade 
of the United States and the rest of the world, 
particularly after the middle of 1949. The volume 
of United States exports in 1949 was very 
slightly higher than during the year before, when 
it was twice that of 1937, while the quantum of 
exports of western Europe* was nearly 20 per 
cent, and that of the rest of the world about 5 per 
cent, higher. Although the decline in United States 
exports after the middle of 1949 continued in the 
first half of 1950, larger United States imports 
contributed to the continuing recovery of the vol- 
ume of exports of western Europe and the rest of 
the world, which reached pre-war levels in the 
latter period. 


The increase in the quantum of the trade of 
countries other than the United States was mostly 
accounted for by western Europe, as may be seen 
from table 48. The principal area of expansion 
here was in the trade of the western European 
countries among themselves, but there was also a 
substantial increase in the oversea exports of 
western Europe, though it was of less striking pro- 


and the conversion from national currencies is made at 
prevailing rates of exchange, the values provide, of course, 
even less indication than normally of the real movement 
of trade. The analysis of trade movements and patterns 
in this chapter are, so far as possible, based on values of 
trade in constant dollar prices (usually 1948 prices) or 
on quantum figures when they are available. 

3 The term “western Europe”, as used in this and suc- 
ceeding chapters, includes, unless otherwise stated, all 
countries which are members of the Organisation for 
European Economic Co-operation (OEEC) except the 
territory of Trieste; see appendix table XIV for list of 
these countries. The term “continental western Europe” 
is used to designate the same group of countries exclusive 
of the United Kingdom, Iceland and Ireland. 
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portions. There was, similarly, a considerable 
growth in the trade among countries of eastern 
Europe, in sharp contrast to the stagnation of 
trade between eastern and western Europe. The 
volume of the exports of the rest of the world, 
which is principally a supplier of primary com- 
modities in international trade, has also continued 
to rise, though at a much slower pace than that 
of western Europe. 


The unbalance in world trade during the post- 
war period, which has manifested itself predom- 
inantly in the persistence of deficits in the trade of 
virtually all regions of the world with the United 
States, was reduced to a very considerable extent 
by developments in trade after 1948. The abnor- 
mal post-war reliance by the world on imports 
from the United States declined sharply as vir- 
tually all areas of the world reduced their mer- 
chandise import surpluses with the United States. 
The Latin American countries* and the oversea 
sterling countries even succeeded in re-establish- 
ing their traditional merchandise export surpluses 
with the United States. This improvement began 
as early as the end of 1947 and was interrupted 
only temporarily in the first half of 1949. While 


4 Exclusive of Non-Self-Governing Territories. 

5 The contraction of trade between the United States 
and the rest of the world and the expansion of trade in 
the world outside the United States were broadly paral- 
leled in the movement of trade between hard and soft 
currency countries. Not only was there a fall in the total 
exports of the countries in the hard currency group but 


Table 48. 


the gap between the world’s imports from and ex- 
ports to the United States was narrowed during 
the latter half of 1949, largely by the tightening 
of restrictions against dollar imports, the further 
reduction of the United States export surplus in 
the first half of 1950 was a consequence of some 
further fall in exports but, more importantly, of 
the rise in the value of United States imports, as 
may be seen from table 49. 


The basic factor in the mitigation of the un- 
balance of the trade of the world with the United 
States was the rise in agricultural and industrial 
production, which took place not only in western 
Europe, but also in several countries of the Far 
East and, to a limited extent, in other parts of the 
world as well. Thus, many countries were en- 
abled to curtail imports from the United States 
without reducing domestic production, consump- 
tion or investment. This increase in production 
provided the basis for an expansion of the ex- 
change of goods in the world outside the United 
States, which was more than sufficient to offset 


the downward trend in trade with the United 
States.® 


this decline was entirely in exports to soft currency 
countries. In contrast, the aggregate exports of the latter 
countries mounted rapidly between 1948 and 1950. Most 
of the rise was in trade with one another, but the quan- 
tum of their exports to the hard currency countries went 
up as well (see appendix table II). 


Indices of Quantum of Exports and Imports of World, United States, 


Western Europe and Rest of World, 1948 to 1950 (First half) 
(1948 = 100) 


—_—Ss kk HN 


Period World 
Exports: 
ODS toe. whe cbten: Moe isco: Be A he ee 100 
1949 Rorst) hal fee eee ten 108 
OAS Seconds nalts eee 109 
VO SOR RInStalia lieeee eee eee 113 
Imports: 
Cet aie ak AVS | NaN MOE 7 Rela, WE Arn hl 100 
1OZO MEarstanalt oy espe ee 108 
LOAOS Second: halts eee 109 
LOS Oebirsthalt cee eee ey eee iil) 


Western Europe® 


United States Total trae Boe 
100 100 100 10 
111 116 114 DL 
93 123) PAI 108 

88 140 147 108 
100 100 100 100 
96 106 114 113 
99 109 127, ial 
111 116 147 Dat 


ee 


_ Source: World estimates from United Na- 
tions, Summary of World Trade Statistics; 
United States data from United States Depart- 
ment of Commerce, Summary of Foreign 
Commerce (Washington, D.C.); data for west- 
ern Europe from Economic Cooperation Ad- 


ministration, Recovery Guides, No. 16 (Wash- 
ington, D.C., October 1950); quantum of trade 
of rest of world derived as a residual on the 
basis of proportion of weighted value in 1948. 


@ Countries in the Organisation for European 
Economic Co-operation. 
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Western Europe as a whole, by a considerable 
expansion of its oversea exports succeeded during 
the first half of 1949 in reducing materially its 
import balance with areas other than the United 
States,° as table 49 shows. The reduction was 
more than sufficient to offset the rise in its import 
balance with the United States, so that its over- 
all deficit fell. The over-all merchandise trade 
deficit of the rest of the world, on the other hand, 
increased sharply as its export surplus with west- 
ern Europe contracted while its import surplus 
with the United States increased. After the middle 
of 1949, however, a severe curtailment of im- 
ports together with increases in the prices of pri- 
mary commodities, especially in 1950, led to pro- 
gressive reductions in the trade deficit of the rest 
of the world. Those primary producing countries 
which did not devalue their currencies, or which 
devalued to a lesser extent than western Europe, 
profited in addition from the fall in the prices of 
their imports from the devaluing countries of west- 
ern Europe. By the first half of 1950, the mer- 
chandise deficit of raw material and food export- 
ing countries in their trade with the United States 


6 The changes in the value of exports and imports and 
in the balance of trade of western Europe and the rest 
of the world outside the United States, with each other 
and hence globally, are considerably understated after 
the first half of 1949 with regard to changes in terms of 
currencies in which settlements were made when they are 
expressed, as in table 49, in United States dollars con- 
verted at prevailing rates of exchange. 


Table 49. 


had been virtually eliminated, and since their 
export surplus with western Europe had recovered 
to a level not far below that of 1948, their over- 
all position had changed from a small deficit in 
1948 to a very substantial export surplus. The 
shift in the terms of trade in favour of primary pro- 
ducers, which is discussed in detail in chapter 10, 
played an important role in the emergence of this 
export surplus. 


Developments in world trade since the advent 
of hostilities in Korea have accelerated the trends 
just described. The vastly increased demand for 
raw materials arising from rearmament pro- 
grammes and the rapid rise in the prices of such 
materials have contributed to a further sharp im- 
provement in the terms of trade of exporters of 
primary goods and in their balances of trade with 
industrialized countries. The immediate effects 
were visible in the rapidly rising export surpluses 
of many under-developed countries in the third 
quarter of 1950. Most of these countries had con- 
tinued to maintain the restrictions on imports 
imposed a year before when their reserves had 
dwindled, but some relaxation of these restric- 
tions was probably reflected in the increase in 
United States exports since the low point reached 
in August. 


The outlook for world trade in 1951 was radi- 


cally altered by these developments. The under- 
developed countries were concerned as to whether 


Balance of Trade of Western Europe* and Rest of World (excluding the United States) 


with One Another and with the United States, 1948 to 1950 (First half) 
(Annual rates in millions of United States dollars at current prices, f.o.b.; minus (—) indicates import deficit) 


Western Europe® 


Item 
1948 

First 

half 
Total surplus or deficit —5,415 —4,530 
Total exports 16,380 19,185 
Totalimports 21,795 23,715 
Deficit with United States........... —3,175 —3,700 
Exports to United States......... 930 780 
Imports from United States....... 4,105 4,480 
Surplus or deficit with other group>.. —2,240 —830 
Exportsuto OLhemeTOUD) a) tra 8,535 10,260 
Imports from other group........ 10,775 11,090 
Trade within the group..........«.. 6,915 8,145 


Source: United Nations Department of Economic Af- 
fairs; based on appendix table XIV. 

a Countries in the Organisation for European Eco- 
nomic Co-operation. 


1949 


1950 


Rest of world 


(excluding United States) 


1949 


1950 


First 1948 First 
Second half First Second half 
half half half 

—3,825 —3,590 —220 —2,195 —495 1,305 
17,665 17,400 26,210 26,645 25,940 25,495 
21,490 20,990 26,430 28,840 26,435 24,190 
—2,685 —2,125 —2,460 —3,025 —1,635 —160 
770 935 5,925 5,605 5,570 6,565 
3,455 3,060 8,385 8,630 VOWS) 6,725 
—1,140 —1,465 2,240 830 1,140 1,465 
8,885 8,235 10,775 11,090 10,025 9,700 
10,025 9,700 8,535 10,260 8,885 8,235 
8,010 8,230 0 9,950 10,345 9,230 


b Deficit of western Europe with the rest of the world, 
excluding the United States; for the rest of the world, 
the export surplus with western Europe. 
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they would in future be able, with the increasing 
foreign exchange resources at their disposal, to 
expand or even to maintain the level of their im- 
ports from the United States and the industrialized 
countries of western Europe, in view of the en- 
larged requirements of the latter countries for 
rearmament. In many respects, the prospective 
position of under-developed countries was not 
dissimilar to that in which they found themselves 
during the Second World War. The industrialized 
countries faced the possibility of absolute short- 


ages of raw materials as well as the problem of 
assuring an equitable division of the available 
supply to the several importing countries. Special 
problems were posed for western Europe by ris- 
ing prices of raw material imports, on which it is 
so heavily dependent, since this increase implied 
a deterioration in its terms of trade over and 
above the deterioration which arose from the cur- 
rency devaluations of 1949. This involved a fur- 
ther expansion of exports in the face of other 
demands on home production. 


Decline in the World’s Import Surplus with the United States 


The sustained recovery of trade in the post-war 
years prior to 1949 had, by the beginning of 1949, 
materially reduced the unbalance in trade between 
the dollar area’ and the rest of the world. It was 
generally recognized however that, to the extent 
that the unbalance stemmed from long-term fac- 
tors not associated with the dislocations resulting 
directly from the war,° it could not be eliminated 


_-~ merely by restoration of pre-war patterns of trade 


but required adjustments of a more fundamental 
character in the structure both of production and 
trade. 


The emphasis of the post-war trading policy of 
most countries suffering from a shortage of dol- 
lars was directed in the first instance towards the 
expansion of their exports to the United States 
and the enlargement of their trade with non-dollar 
countries so as to reduce dependence on imports 
from the dollar area. Until the end of 1948 this 
policy showed signs of being successful, but in 
the first half of 1949 the gap between exports and 
imports widened, both because of loss of dollar 
earnings from exports to the United States and 
because of the reversal of the previous down- 
ward trend in imports from that country. 

Following the imposition of severe restrictions 
on imports from the United States to prevent 
further strain on dollar reserves, dollar expendi- 
tures for imports resumed their downward course 
in the second half of 1949 and continued to fall 
in the first half of 1950. Furthermore, exports to 
the United States increased once again in the last 


7 For definition of “dollar area” as used in this and 
succeeding chapters, see footnotes to chapter 8, table 78; 
for list of countries included in the dollar area, see ap- 
pendix table XIV. * 

8 See chapter 9. 


quarter of 1949 and the first half of 1950, as a 
result of the termination of the recession in the 
United States and the increase in its purchases of 
strategic materials for government stockpiles.® 

Since June 1950 there has been a radical im- 
provement in the trading position of many coun- 
tries with the United States, owing to the rise in 
the value of their exports to that country. Raw 
material exporters have been most favourably 
affected, since United States import requirements 
—particularly for strategic materials under the 
government stockpiling programme—mounted fol- 
lowing the conflict in Korea. 


REDUCTION IN WORLD’S IMPORTS FROM THE 
UNITED STATES AFTER 1948 


Continuation of the downward trend in the 
value of the world’s imports from the United 
States after the post-war peak was reached at the 
end of 1947 has been the most important factor 
in the changes referred to above. Western Europe 
was able to curtail its imports from the United 
States without adversely affecting domestic con- 
sumption or current investment, primarily because 
of the improvement in Europe’s supply position 
—especially in foodstuffs—but also because of 
the increase in supplies available from non-dollar 
sources. There was, in fact, an increase in the 
total quantum of goods imported by western 
European countries despite the retrenchment in 
imports from the United States. While under- 
developed countries as a whole were unable to 
maintain the volume of their imports from the 


9See chapter 10 for a discussion of the part played 
by devaluation during this period in reducing the devalu- 
ing countries’ imports from the United States and in- 
creasing their exports to that country. 
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United States at the level of earlier post-war years, 
the loss from this source was more than offset by 
larger supplies in the industrialized countries of 
western Europe. 

Notwithstanding the improvement in the world 
supply situation, most countries were able to effect 
reductions in imports from the United States after 
the middle of 1949 only by tightening import re- 


10 Chapter 10 discusses the character of these restric- 
tions and the extent to which they were responsible for 
the fall in dollar imports in various countries. 


11 Unless otherwise stated, “Latin America” generally 
includes the Latin American republics and the Non-Self- 
Governing Territories; the “sterling area” and “eastern 
Europe” include countries listed in these areas in ap- 
pendix table XIV. 


Table 51. 


strictions and exchange controls.1° Import restric- 
tions were not eased immediately following 
devaluation and were generally maintained dur- 
ing the first half of 1950. Tables 50 and 51 show 
the extent and character of the reductions of 
various regions’! in the value of their imports 
of foodstuffs, raw materials and manufactures be- 
tween 1948 and the first half of 1950.’ 


12 Jn contrast with those of most other areas, Canad- 
ian imports from the United States, which represented 
almost 15 per cent of United States exports in 1948, re- 
mained unchanged during 1949 and were reduced moder- 
ately in the first half of 1950. The latter decline was 
almost entirely accounted for by coal and petroleum. In 
the case of petroleum, there was a large increase in 
Canadian production, while the drop in coal imports 
appears to have been temporary. 


Value of United States Exports of Various Manufactures to Certain 


Areas, 1948 to 1950 (First half) 


(Annual rates at current prices, in millions of United States dollars, f.o.b.) 


Exports 
Sangh, Metals Passenger Chemicals Textiles All other 
Destination and Machin- cars a and re- and manu- 
manu- ery vehicles® lated manu- factures 
factures products factures 
Total exports: 
AS ese Saree 1,111 2,253 1,425 daa 848 804 
49 . Reece eweees 1,109 2,341 1,176 774 661 613 
1950 First half ... 784 1,999 1,033 706 482 564 
Canada: 
LGA 8 Ba Beweege yie ava eacue vere 221 446 152 104 74 114 
49. Sole iain clean are rac 234 370 274 112 a2, 118 
1O5ORPinstehalteerae oe 198 352 286 116 64 106 
Latin American dollar coun- 
tries: 
OAS Me ei Stok Be an 232 405 223 108 SH 123 
1949 . ne ouoogeolguCGODE 220 329 213 ily 110 114 
1S Ophinst halteae eee 72 288 228 142 126 110 
Other Latin American coun- 
tries:¢ 
1948 Saat 12h hee 158 349 250 98 
949 . Aniptotirne ae ee eae 125 262 151 76 bg 33 
LOS50FRinstehaltee see ee 74 216 118 74 10 10 
Sterling area: 
United Kingdom 
1 OAS Beate ms cee nre 65 117 20 43 
1949 . Mee are tetertty aiote ne ete 54 117 20 52) "3 0 
TOS OP birstehalt ses ae 46 66 24 34 4 22 
Oversea sterling area:4 
Sets ce ovapstte whe rane ore sree 120 253 197 89 
1949 . Reta her as Bake) ete eats 131 249 Gf) 76 ee prs 
LOSOREirstehalt eee eee 68 160 100 62 38 26 
Western Europe (excluding 
United Kingdom):4 
LOA SSW. Saket ented «ee 200 346 ye 
on 151 
1949 . hati te Aca thr 220 452 162 SST ef 3 
TOS OR iist halt ae 146 478 152 108 70 50 


Source: United States Department of Com- 
merce, United States Exports of Domestic and 
Foreign Merchandise, Series No. FT 420 and 
Summary of Foreign Commerce. 

@ Including merchant ships. 


> Colombia, Cuba, Mexico and Venezuela. 
¢ Argentina, Brazil, Chile, Peru and Uruguay. 


4Tceland and Ireland i i 
Butoos: and included in western 
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Between 1948 and 1949 the contraction—by 
nearly $500 million—of Latin American imports 
from the United States was the largest element in 
the drop in United States exports. This fall in 
Latin American imports was followed by a fur- 
ther decline of $250 million in the first half of 
1950. Imports of passenger cars and vehicles, ma- 
chinery and textiles, particularly, were affected; 
the decline in imports of machinery in the first 
half of 1950 was especially steep. 

The value of United States exports fell between 
1949 and the first half of 1950 to an even greater 


Table 52. 
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extent than in the preceding year (see table 52). 
United States exports to continental western Eu- 
rope dropped by over $750 million (annual rate) 
between these two periods; during the latter pe- 
riod they were more than $900 million below the 
1948 figure. Nearly the entire drop in continental 
western European imports from the United States 
during 1949 and the first half of 1950 was ac- 
counted for by foodstuffs. On the other hand, the 
volume of imports of manufactures in the first 
half of 1950 was not much lower than in the two 
preceding years, and raw materials imports, which 


Current Value and Indices of Unit Value and Quantum of United States 


Exports, by Economic Classes, 1948 to 1950 (First half) 


(Annual rates at current prices, in millions of United States dollars, f.o.b.) 


All 


Item and period commodities 
Current value: 
ICY. ncn tere er ae re rn Pai 12552 
194908 Pirstyhalige, ec ans 13,102 
1949 Second half ......... 10,669 
; 1O50e Hinstenaliaeeea eee 9,662 
Change in current value: 
From 1949, first half, to 1949, 
Seconda hial tape et cvanciers —2,712 
Due to: 
PRICE hg BP ace treuste s ore —640 
OUAN EIT ere en. ee ate, —2,072 
From 1949, second half, to 
LOSONfirstenall eee e. cee —852 
Due to: 
PINCC MPI AR ere aliccoie ere. —277 
Ouantumes .eee cnet —575 
Unit value index: 
OAS plpeenee Soe thet. oe Bt 100 
U4 9S arsenal ts ee cee etree 96 
1949 Second half ......... 91 
LO5OR Rist Nalt tence ee 88 
Quantum index: 
[94 Sie aa reyes ec sonnk 100 
HOZOR Birstetial baneseae oicrol 111 
1949 "Second haliwere a2... - 93 
19500 Eirstahaliseeer wee 88 
Quantum index net of foreign 
aid: 
GACT. Bian eee ere ee S15 100 
1949 Sbirstsnalter, tae 100 
1949 Second half ......... 84 
1950) Birstahaltsg).ce 719 


Crude Semi- Finished 


Foodstuffs materials manufactures manufactures 
2,580 1,488 1,370 7,094 
2,520 2,030 1,542 7,011 
12933) 1,531 1,166 6,039 
i3a8 1,872 1,052 5,386 

—630 —500 —382 —1,200 
—148 —35 —111 —346 
—482 —465 —271 —854 
—560 +342 —112 —522 
—148 Ee ==3 eai2s 
=477 4340 —109 —394 
100 100 100 100 
89 96 99 oy) 

83 94 90 92 

74 93 90 91 
100 100 100 100 
113 142 114 102 
92 110 94 90 

72 135 85 84 
100 b 100» 100 
95 b 105» 97 
110 b 72» 83 
83 b 79b 76 


Source: Midyear Economic Report of the 
President, July 1950 (Washington, D.C.) and 
United States Department of Commerce, For- 
eign Commerce Weekly, 4 September 1950 
(Washington, D.C.). 


a Derived by deducting from total the export 
grants reported under the following foreign aid 
programmes: Eurdpean Recovery Program, 
interim aid programme for western Europe, 


post-UNRRA relief, Army Civilian Supply 
Program for Germany and Japan, aid to China 
by the Economic Cooperation Administration, 
civilian aid under the assistance programme 
for Greece and Turkey; however, exports under 
the programmes for aid to Korea and certain 
other programmes were not deducted owing to 
lack of data. : 

b Crude materials included with semi-manu- 
factures. 
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in 1949 were well above 1948 levels both in value 
and in volume, were sustained at the 1949 level in 
the first half of 1950.** 

The decline in United States exports of food- 
stuffs to western Europe was due primarily to 
smaller grain exports, the value of which fell be- 
tween 1948 and the first half of 1950 by $650 
million, and between 1949 and the latter period 
by more than $450 million (annual rates). The 
reduction in western Europe’s imports from the 
United States appears to have been a consequence 
mainly of the recovery in agricultural production 
during 1948 and 1949 and of more adequate 
stocks of grains accumulated with the aid of 
large imports in the preceding years. Imports of 
United States wheat by France, Germany and 
Italy decreased from 6.3 million metric tons in 
1948 to 4.3 million in 1949 and to 0.6 million 
tons in the first half of 1950. 

The contrasting increase in western Europe’s 
imports of raw materials from the United States 
between 1948 and the first half of 1950 has been 
almost entirely due to larger shipments of raw 
cotton, which in the latter period accounted for 
well over two-thirds of the imports of raw ma- 
terials from the United States. The value of raw 
cotton imports in the latter period was more than 
twice as high as in 1948. The large increase in 
cotton imports and the smaller increases in im- 
ports of certain other raw materials from the 
United States more than offset the sharp decline 
in imports of petroleum and coal. Imports of coal 
from the United States were halved between 1948 
and 1949 and virtually disappeared during the 
following six months, owing to the steady in- 
crease in domestic coal production in western 
Europe. 

Important shifts occurred in the composition 
of western Europe’s imports of manufactures from 
the United States during the period under review. 
A large reduction between 1948 and 1949 in im- 
ports of the category designated in table 51 as 
“passenger cars and vehicles”—chiefly merchant 
ships—was approximately offset by increased im- 
ports of machinery. During the first half of 1950, 
imports of metals and manufactures and of chem- 
icals and related products were considerably re- 


duced as European production and trade in these 
commodities increased. 


18 Raw material imports actually declined sh - 
tween the first half of 1949 and the coreepondine aeeetl 


The effect of the severe restrictions on imports 
payable in dollars imposed by the United King- 
dom after the middle of 1949 was not fully ap- 
parent until the first half of 1950. In fact, the 
value of United Kingdom imports from the United 
States for 1949 as a whole was actually higher 
than in the preceding year, but fell by 30 per cent 
between 1949 and the first half of 1950. United 
Kingdom imports of grain from the United States 
increased substantially during 1949 and still fur- 
ther in 1950, but imports of other foodstuffs, 
which were also higher in 1949, returned to their 
previous level. Raw material imports, after in- 
creasing considerably during 1949 as a result of 
the virtual doubling of imports of raw cotton, fell 
off by one-third during the first half of 1950 
when raw cotton imports declined sharply, to a 
level about a fourth lower than in 1948. Imports 
by the United Kingdom of almost all categories 
of manufactures from the United States declined 
during 1949, and in the first half of 1950 the 
values at annual rates were well below those of 
1948. 


The oversea sterling countries, which in 1949 
had curtailed their imports from the United States 
by more than $200 million, made even more 
drastic reductions during the first half of 1950. 
A large part of this reduction was accounted for 
by the Union of South Africa, though it did not 
join in the decision of the Commonwealth mem+ 
bers of the sterling area to cut imports from the 
United States to 75 per cent of the 1948 level. 
In the first half of 1950, the value of imports of 
the oversea sterling countries as a whole from 
the United States was at an annual rate nearly 
two-fifths below that of 1948. However, the re- 
duction in imports of manufactures contrasted with 
an increase in the importation of raw materials, 
which in the first half of 1950 was at twice the 
rate of the two preceding years. This expansion 
was almost entirely accounted for by the fact that 
India imported United States cotton during this 
period at an annual rate of $133 million, owing 
to its commercial dispute with Pakistan, whereas 
only negligible quantities had previously been 
obtained from the United States. 


Imports of foodstuffs from the United States, 
absorbed largely by India and the Union of South 


of 1950; imports in the former peri : 
than in 1948. period were much higher 
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Africa, were considerably smaller as a result of 
the virtual cessation of wheat imports. This re- 
duction was made possible by a shift to Canada 
and Australia as sources of supply. Restrictions 
imposed by the Union of South Africa early in 
1949, following a sharp fall in its gold and dollar 
holdings, cut the value of imports of manufac- 
tures from the United States by half during 1949; 
nearly all categories of manufactures were af- 
fected, especially textiles, transportation equip- 
ment and machinery. South African imports from 
the United States in the following half year were 
again cut by half; textiles and transportation 
equipment were most affected. The value of In- 
dian imports of manufactures from the United 
States fell by more than two-fifths between 1948 
and the first half of 1950; imports of textiles de- 
clined to negligible proportions, while imports 
of metals and manufactures, machinery and 
transportation equipment were also affected 
adversely. 


The increase during 1949 in United States ex- 
ports to the remaining areas of the world reflected 
principally the rise in exports to Japan, as shown 
in table 50. In the first six months of 1950, how- 
ever, the value of United States exports to these 
areas was a fourth lower than in 1949, owing 
primarily to a fall in the value of exports to the 
Philippines by almost 40 per cent, but there was 
a decline in exports to other areas as well, in- 
cluding Japan and eastern Europe. The value 
of Japanese imports of foodstuffs from the United 
States in the first half of 1950 was less than half 
of the semi-annual average in the preceding year, 
owing to a shift from United States wheat to 
supplies from Argentina, Australia and Canada. 
In addition, larger quantities of rice were available 
to Japan from Burma and Thailand. A large 
part of the reduction in food imports from the 
United States, however, was offset by the increase 
in imports of cotton and, to a limited extent, of 
other raw materials. The annual rate at which 
raw cotton was imported by Japan in the first 
half of 1950 was nearly five times as large as in 
1948 and twice the value of such imports in 
1949. The shifts in the composition of Japan’s 
imports from the United States reflected the 
changing demands of the Japanese economy 
under the influence of the partial recovery of its 
export markets, particularly for textiles. 
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It is apparent from the above review that 
though the decline in United States exports in 
1949 was confined to a relatively limited number 
of areas, the decline during the first half of 1950 
was more widespread. In the first half of 1950, 
exports to continental western Europe declined to 
an even greater extent than in 1949, while those 
to the oversea sterling area dropped about as 
much as in the preceding year. There was a fur- 
ther decline in exports to Latin America as a 
whole, and there was also a fall in exports to the 
United Kingdom and to the rest of the world. 


Most of the reduction between 1948 and 1949 
in the value of imports from the United States 
was accounted for by foodstuffs, passenger cars 
and vehicles, textiles and other consumer goods. 
The fall in United States exports of manufac- 
tures reflected to varying degrees restrictions on 
“non-essential” imports, the diversion of pur- 
chases to non-dollar sources, the satisfaction of 
pent-up demand and, in some cases, a policy of 
protecting domestic industries—all of which were 
associated with a more plentiful supply of such 
goods in domestic and international markets. 


In the first half of 1950, the diminishing re- 
quirements for food imports from the United 
States, chiefly of western Europe but to some 
extent of other areas as well, was again a major 
factor in the large decline in United States 
exports. Raw material exports from the United 
States, on the other hand, increased further. As 
regards manufactures, not only was there a con- 
tinuation of the downward trend in exports of 
non-durable and durable consumer goods, espe- 
cially of textiles and passenger cars and vehicles, 
but exports of capital goods—metals and manu- 
factures and machinery—were also affected. The 
reduction in the latter occurred in virtually all 
areas of the world except continental western 
Europe. 


Although the fall in the value of United States 
exports was due partly to price declines, less than 
a fourth of the drop between the first and second 
halves of 1949 was attributable to this factor, and 
not more than a third of the further decline in the 
first half of 1950 was due to lower prices. The 
reduction in the volume of exports was the more 
important factor even in the case of foodstuffs, 
export prices of which fell most steeply. 
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These changes in the composition of United 
States exports between 1948 and the first half of 
1950 reduced the share of foodstuffs in the total 
value of exports from a fifth to less than a sixth, 
raised the share of raw materials and semi-manu- 
factures and left that of finished manufactures 
relatively constant.* 


FLUCTUATIONS IN UNITED STATES IMPORTS 
BETWEEN 1948 AND 1950 


Although the curtailment of imports from the 
United States was the chief factor in the reduction 
of the world’s import surplus with the United 
States between 1948 and 1950, the fluctuations in 
the imports of the United States from the rest of 
the world during this period also significantly 
affected the dollar position of certain areas. The 
adverse effect of the fall in the volume and value 
of United States imports in the second and third 
quarters of 1949 on the dollar position of the 
sterling area and western Europe was an im- 
portant factor in the decision of these areas to 
tighten restrictions on imports from the dollar 
area. On the other hand, the rise in the volume 
and value of the imports of the United States 
during 1950 contributed more to the marked in- 
crease in the gold and dollar reserves of the rest 
of the world—especially after the middle of the 
year—than the further decline in United States 
exports. 


The impact of the fluctuations in United States 
imports on the dollar earnings of various countries 


14 See appendix table III for distribution, by value, of 
United States exports by economic classes, inclusive and 
exclusive of exports under foreign aid programmes. 


_ 15It is not possible to measure the direct effect on 
imports of specific commodities of the United States 
Government’s stockpiling of strategic materials during 
1949 and 1950 since information is not available as to the 
value of total imports of stockpiled items during 1949 
and 1950. Some indications may, however, be obtained 
both from the appropriations and from the value of 
goods on hand or under contract. Appropriated funds 
or authority to obligate for this programme for pur- 
chases at home and abroad amounted to $275 million for 
the fiscal years 1947 and 1948, $825 million for 1949, 
$475 million (net) for 1950 and $733 million for 1951; 
it was stated that it was planned to obligate the total 
amount of $2,300 million by the end of the fiscal year 
1951. The importance of the programme to exporters 
of certain primary commodities may also be gauged 
from the magnitude of the stated objectives of the pro- 
Ce oe 30 wae ae namely, the accumulation of a 
stockpile from bo omestic and forei - 
gating $4,000 million. oe aed 
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and areas varied—depending chiefly on whether 
their exports to the United States consisted pri- 
marily of foodstuffs, of raw materials or of manu- 
factures. United States imports of these classes 
of goods were quite differently affected by the 
business recession in 1949, by the recovery in the 
first half of 1950 and by the additional import 
requirements of the programme for expanding the 
production of military goods, which was initiated 
in the third quarter of 1950. 


As has been pointed out earlier in this report, 
the temporary recession in the United States was 
characterized by a fall in industrial production 
associated with liquidation of inventories, but not 
by any significant decline in real gross national 
product. Owing to the great sensitivity of the 
demand for imports of raw materials to fluctua- 
tions in the level of industrial production, imports 
of crude materials and semi-manufactures were 
most adversely affected by the contraction of 
manufacturing activity during the second and 
third quarters of 1949; however, they also gained 
to the greatest extent from the subsequent recov- 
ery of production in the last quarter of 1949 and 
the first half of 1950. In addition, raw material 
imports were influenced by changes in the level 
of purchases of strategic materials for government 
stockpiles during this period.** 


Since expenditures for personal consumption 
continued to rise during 1949 and 1950, imports 
of foodstuffs were relatively unaffected by the 
recession. However, United States imports of 


The limited information available on the major com- 
modities being stockpiled entirely or in large part by way 
of imports (a list published by the United States Muni- 
tions Board in its report to Congress includes more than 
80 items) suggests that rubber, tin and copper represent 
the most important commodities in terms of dollar value 
and that other major commodities include lead, chrome, 
zinc and aluminium. Crude rubber imports were ex- 
pected to average 70,000 tons monthly during 1951; of 
this, probably well over half is to be stockpiled, and the 
price of this commodity has risen sharply. The target for 
the tin stockpile has been estimated as 250,000 tons, of 
which about 60,000 tons had been accumulated by "the 
middle of 1950. Government stockpiling of copper in- 
creased from 175,000 tons in 1948 to 190,000 tons in 
1950 and is likely to be substantially higher in 1951. 
Lead imports for stockpiling averaged 16,000 tons in the 
year ended 30 June 1950, when a cutback was announced. 
Imports of zinc under the programme were resumed in 
the second quarter of 1950 at the rate of 8,000 tons 
monthly, after a lapse of a year in such purchases. In the 
fiscal year 1950, purchases of all commodities amounted 


to $400 million, of which about three- 
sented materials of foreign origin. TITERS 
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finished manufactures,‘® which represent a rela- 
tively small share of its total imports, contracted 
during the recession to an even greater extent 
than raw materials but expanded after its termina- 
tion to a somewhat lesser degree. This fall in im- 
ports of manufactures is explained partly by the 
marginal character of many of the imported com- 
modities—the temporarily high demand for auto- 
mobiles, for example, was reduced sharply when 
domestic scarcities disappeared—partly by the 
fact that inventories were being liquidated rather 
than accumulated during 1949 and, finally, by 


the postponement of imports in anticipation of © 


currency devaluations. The expansion of the vol- 
ume of imports of manufactures in 1950 appears 
to have been largely a consequence of the rise 
in United States economic activity and of devalua- 
tion, which tended to reduce the dollar prices of 
many imported manufactures. 


As is indicated in table 53, countries which 
were predominantly suppliers of foodstuffs to the 
United States generally suffered little or no loss 
of dollar earnings in 1949, since reductions stem- 
ming from price declines were approximately off- 
set by larger quantities exported to the United 
States. The value of United States coffee imports, 
which account for a large share of the imports of 
foodstuffs, was maintained during the first nine 
months of 1949 and increased substantially in the 
final quarter of that year, as well as in the first 
half of 1950, because of the rise in prices. Among 
the remaining commodities listed in table 53 only 
cocoa, an important “dollar earner” of the ster- 
ling area, showed any substantial decline in im- 
port value. 


Among raw materials, wool, rubber and jute— 
all important dollar earning exports of the ster- 
ling area—were together responsible for well over 
half of the total net decline, between the third 
quarter of 1948 and the corresponding period of 
1949, in the value of raw material imports of the 
United States specified in table 53. The quantity 


16 Official United States trade statistics include as fin- 
ished manufactures a number of commodities, such as 
newsprint, which are not usually classified in this category 
and which represent a large proportion of the total im- 
ports reported as finished manufactures. A few important 
commodities of this type have been excluded from this 
category for purposes of the discussion in this section. 
See appendix table IV for value and quantum of United 
States imports, by economic classes, according to United 
States trade statistics. 


of wool imports in the latter period was about 
45 per cent below that of the same period in 
1948, and crude rubber imports fell by a fourth 
during this period. Among other commodities the 
imports of which fell sharply during the course of 
1949 were sawmill products, paper base stocks, 
copper (black blister especially), aluminium 
scrap and alloys, and chrome and chromite. 


The sharp increase in the value of United States 
imports of raw materials and semi-manufactures 
in the first half of 1950 also stemmed for the 
most part from the increased volume of goods 
imported. Prices of most raw materials were not 
very different from those of the corresponding 
period of 1949, though they increased moderately 
towards the middle of 1950 and advanced sharply 
after the beginning of hostilities in Korea. The 
value of wool exports to the United States in the 
first half of 1950 was nearly 10 per cent above 
that of the first half of 1948 and double that of 
the same period in 1949, The value of crude rub- 
ber imports, which had declined drastically in the 
preceding year, rose in the first half of 1950 to a 
level more than 10 per cent above that of 1948. 
United States imports of a number of the com- 
modities which had fallen most sharply during 
1949 in value and volume were by the first half 
of 1950 in many cases above 1948 levels. Further- 
more, imports such as petroleum, newsprint and 
tin, the value and volume of which had been 
maintained during 1949, registered further gains 
in total value during the first half of 1950 in spite 
of lower prices. 


Finished manufactures were most adversely af- 
fected by the contraction of United States imports 
in the middle of 1949; the value of such imports 
fell about a fourth between the third quarter of 
1948 and the corresponding quarter of 1949. In 
the first half of 1950 they had recovered to a level 
about 10 per cent higher than in the same period 
in 1948. In the third quarter of 1949 the dollar 
value of United States imports of agricultural 
machinery and implements was nearly a fifth 
below, and imports of vehicles and parts more 
than two-thirds below, the same quarter in 1948, 
and the dollar value of United States imports of 
cotton and wool manufactures also fell sharply. 
For the most part, these declines reflected reduc- 
tions in quantity rather than in prices. In the first 
half of 1950 the dollar value of United States 
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imports of most commodities in this category, 
with the notable exception of automobiles, ap- 
peared to have regained or somewhat exceeded 
their 1948 levels despite the reduction in dollar 
prices following devaluation. 


As table 54 shows, the fall in the value of 
United States imports during the second and third 
quarters of 1949 was especially severe in the case 
of exports from the sterling area and from western 
Europe but was of moderate proportions in other 
regions of the world. The dollar value of exports 
from the sterling area to the United States in the 
third quarter of 1949 was more than a third below 
the annual rate of 1948. The exports of conti- 
nental western Europe to the United States de- 
teriorated to a lesser, but none the less serious, 


degree. The level of Canadian and Latin Ameri- 
can exports to the United States was, as a whole, 
maintained during 1949, though temporary reduc- 
tions in the exports of individual countries in 
Latin America occurred during the course of the 
year. The large increase in the value of United 
States imports of raw materials since the second 
quarter of 1950 has chiefly affected Latin 
America and the oversea sterling area. 


The explanation of the variations in the impact 
of fluctuations in United States imports on various 
areas between 1948 and 1950 is to be found in 
the commodity composition of their trade with 
the United States. The United Kingdom’s exports 
to the United States, which are heavily weighted 


Table 54. Value of United States Imports from Various Areas, 1948 to 
1950 (First half) 


(Quarterly rates in current prices, in millions of United States dollars, f.o.b.) 


Country 1948 First 
quarter 
Total 1,781 1,790 
Canadaasr eae wii Ceres 398 380 
Latin American countries>.... 588 626 
AT SeNtinamee oe ce oe 45 30 
Brazil ot eee ee ee 128 120 
Chiles: Aen Sot koicd ae ca 45 53 
Golombtaiensce ys ots oe 59 60 
aa Rice ths Meas haeNs 94 110 
Venezuelate fee se tee 67 66 
Other countries 2: go... a. - 150 187 
Sterling pares wie Gromit: seca lt>, te 345 343 
FATIStIELL Ameer ec eke 33 51 
Uiatel nec, See See Geant aes 66 66 
INewezealands fiesn es when 8 3 
Union of South Africa...... 34 29 
United Kingdom .......... YP 68 
Rest of sterling area........ 32 146 
Western Europe (excluding ster- 
ling. area countries)........ 150 156 
Belgium-Luxembourg ...... 26 37 
DEN MAT Keene aces teres 2 1 
Inrances ae eter bate cas 18 18 
Ital Veer: ess ort hy totes s 23 20 
INCtHen andSay eae tes, ita 11 1 
INOL WAY. Heetts Pachea le wines. 8 13 
Portugal ea aen, Hasies y - 5) 4 
SO CC Sey ee, ee eee 23 12 
Swatzerlandaee, tat ae cee. err 26 24 
Western Germany ......... 8 IS} 
BasternpEurope) une it 39 25) 
RREStOLAWOLIG fame ernatat recat 261 260 


by manufactures—in particular, agricultural 
1949 

1950 
Second Third Fourth First 
quarter quarter quarter half 
1,601 1,478 1,758 1,908 
382 348 442 441 
548 530 599 640 
19 17 Sil 52 
113 128 191 134 
47 30 23 377 
49 65 68 61 
109 96 12, 97 
67 69 77 WS) 
144 125 137 180 
283 232 297 335 
31 13 23 35 
62 48 63 61 
6 8 7 15 
21 27 39 29 
44 32 63 63 
119 84 102 132 
120 113 142 154 
19 17 22 29 
1 1 3 3 
13 14 16 20 
15 16 20 21 
15 16 16 13 
9 4 6 2 
3 3 4 4 
12 14 17 18 
21 21 ay 22 
12 if 11 15 
2 29 31 33 
243 226 247 305 


aa nn 


Source: United States Department of Com- 
merce, Foreign Gommerce Weekly, 5 Septem- 
ber 1949 and 6 March 1950 and International 
Trade Statistics, August 1950 (Washington, 


D.C.); Economic Cooperation Administration, 
Recovery Guides, No. 16, October 1950. 

a Including Newfoundland. hry’ 

b Excluding Non-Self-Governing Territories. 
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machinery, vehicles and textiles—dropped sharply 
during the course of 1949 but recovered to more 
than 85 per cent of their 1948 value in the first 
half of 1950, when the increase in quantities 
exported to the United States to some extent 
offset price reductions from devaluation. Dollar 
earnings from the exports of Australia, New Zea- 
land and the Union of South Africa were espe- 
cially affected by fluctuations in the volume and 
price of their wool exports to the United States. 
This volume had fallen during the third quarter of 
1949 to only two-fifths of that in 1948, but it 
exceeded the rate of the latter year by a sixth dur- 
ing the first six months of 1950. The loss in dollar 
earnings during 1949 from Malayan exports of 
crude rubber—the volume of which fell 30 per 
cent between 1948 and the third quarter of 1949 
—was especially severe. Despite a moderate re- 
covery in volume and a considerable rise in price, 
the value of these exports in the first half of 1950 
(at annual rates) was only 75 per cent of that of 
1948. The level of Malayan tin exports, on the 
other hand, was maintained during 1949 and 
increased substantially in the first half of 1950. 
The value of United States cocoa imports from 
the sterling area in the first half of 1950 was 
also somewhat above 1948, after a drop of two- 
thirds in the third quarter of 1949. 


Among the continental western European coun- 
tries, Sweden experienced the largest decline in its 
exports to the United States during 1949, mainly 
on account of reduced exports of wood-pulp 
and newsprint. Exports of textiles, diamonds and, 
especially, steel-mill products from Belgium- 
Luxembourg were among the important United 
States imports considerably affected by develop- 
ments during 1949 and 1950; several other coun- 
tries also suffered marked reductions in their 
exports to the United States. On the other hand, 
the value of United States imports from Germany 
and the Netherlands actually increased during 
1949. Continental western Europe as a whole 
appears to have been less severely affected by the 
United States recession than the United Kingdom, 
in respect of exports to the United States. In the 
first six months of 1950 the total value of con- 
tinental western Europe’s exports to the United 
States was somewhat in excess of the semi-annual 
rate of 1948. 


Latin American exports to the United States 


in 1949 were not significantly below their 1948 
value and were considerably higher in the first 
half of 1950. Their exports to the United States in 
the final quarter of 1949 rose sharply from the 
moderately lower levels to which they had de- 
clined in the second and third quarters of the 
year, and in the first half of 1950 were nearly 
10 per cent above the level prevailing in 1948. 
Individual countries in the area—notably Chile— 
experienced temporary difficulties when the 
volume of United States imports and the prices 
of certain primary commodities dropped sharply. 
An important factor contributing to the large 
increase in Latin American exports to the United 
States in the first half of 1950 was the resumption 
of Argentine exports to the United States on a 
scale twice as high as in the preceding year. 


United States imports from the rest of the world 
as a whole do not appear to have been affected 
significantly by developments during 1949. The 
increases between 1949 and 1950 appear to have 
been accounted for in considerable part by the 
larger volume of imports from Japan, and of 
petroleum from the Netherlands Antilles and the 
Middle East. 


THE DECLINE IN THE UNITED STATES EXPORT 
SURPLUS 


The net effect of the changes just described on 
the United States trade balance was to reduce the 
United States merchandise export surplus between 
1948 and the first half of 1950 from $5,500 
million to $2,100 million (at annual rates). This 
change was due primarily to the fall of merchan- 
dise exports by $2,900 million and only in small 
part to the rise of $500 million in imports by the 
United States. There was actually an increase of 
$1,100 million (at annual rates) in the United 
States export surplus in the first half of 1949, but 
it fell by $2,400 million between the first and 
second halves of the year, so that for 1949 as a 
whole the export surplus was only about $100 
million below that of 1948. The increased surplus 
in the first half of 1949 reflected higher United 
States exports and lower United States imports in 
almost equal measure, while the reduction of th- 
surplus in the second half of the year was due 
entirely to the decline of United States exports. 
However, the further reduction of the surplus 
during the first half of 1950 to $2,300 million 
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(at annual rates) was accounted for by the in- 
crease in imports to a greater extent than by the 
continuing decline of United States exports. 


All the major trading regions had sizable reduc- 
tions in their trade deficits with the United States 
by the first half of 1950. Most regions had 
deficits in excess of 1948 in the first half of 
1949; the deficits of all were smaller than those 
of 1948 in the second half of 1949 (at annual 
rates). The dominant factor in the reductions in 
the latter period was the fall in the value of 
imports of all regions from the United States. 


During the first half of 1950 continuing re- 
ductions in imports from the United States by all 
regions—except Canada, which increased its im- 
ports from the United States—played a part in 
the further diminution of the trade deficits which 
each region showed in transactions with the 
United States. This was, in fact, the major element 
in the reduction of the deficits of the United 
Kingdom, continental western Europe and the 


_-~Latin American non-dollar countries. In the cases 


of Canada and the rest of the dollar area, and 
of the oversea sterling area, increased exports to 
the United States were mainly responsible for the 
reduction of their deficits. In the remaining coun- 
tries of the world as a group, higher exports to, 
and lower imports from, the United States were 
of approximately equal importance. 


The regional pattern of United States trade 
balances which emerged from these changes in 
the first half of 1950 showed, for the first time 
in the post-war period, a tendency towards the 
re-establishment of the pre-war pattern, accord- 
ing to which the United States incurred trade 
deficits with primary producing areas. However, 
it seems clear that the surpluses of the oversea 
sterling area and of the Latin American non- 
dollar countries with the United States in this 
period were conditional on the existence of re- 
strictions on imports from the United States, on 
special factors enlarging the United States im- 
port demand for raw materials and on favourable 
price relationships for certain primary products. 


Recovery of the Trade of Western Europe 


The recovery of industrial and agricultural pro- 
duction to pre-war levels by the end of 1948 pro- 
vided the basis for a sizable expansion in the 
volume of western Europe’s exports during 1949 
and 1950, especially in intra-western European 
trade. Prior to 1949 the growth of trade had 
lagged considerably behind increases in produc- 
tion, primarily because exportable surpluses were 
limited by the requirements of reconstruction and 
the need for restoring normal levels of consump- 
tion. By the final quarter of 1948, however, pro- 
duction had reached or exceeded pre-war levels 
in most western European countries, while special 
post-war requirements had diminished to a point 
where the availability of supplies for export was 
no longer the chief limiting factor. Furthermore, 
owing to the rise in production and trade within 
western Europe, abnormal import requirements 
from overseas—especially for certain foodstufis— 
were sharply curtailed. 


As a result of a considerable rise in exports to 
oversea areas other than the United States, there 
was a sharp reduction during the first half of 


1949 in western Europe’s trade deficit with the 
rest of the world in spite of the increase in its 
deficit with the United States.1” Its import surplus 
was again cut materially in the second half of 
1949, but this was due entirely to a decline in its 
trade deficit with the United States; there was 
in fact a moderate increase in its import surplus 
in relation to the rest of the world, to some extent 
as a result of an increase in the volume of imports 
from overseas (excluding the United States) but 
very largely because of the deterioration in its 
terms of trade resulting from devaluation. There 
appears to have been no further reduction in west- 
ern Europe’s total trade deficit in the first half 
of 1950, even though its import surplus from the 
United States fell once again. In addition to the 
deterioration in its terms of trade arising from 
devaluation, western Europe was adversely af- 
fected by the upward movement of prices of raw 
materials in international markets. At the same 
time there was a moderate rise in the volume of 


17See preceding section for discussion of western 
Europe’s trade balance with the United States. 
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both imports from and exports to oversea coun- 
tries other than the United States. 

The movement of the quantum of European 
exports during 1949 and 1950 is shown in table 3h, 
Despite a fall in exports to the United States, 
the quantum of exports of western Europe in the 
first half of 1949 was approximately 16 per cent 
greater, and in the second half of 1949 about 23 
per cent higher, than the semi-annual rate in 
1948. In the first half of 1950, it reached a post- 
war peak 40 per cent above the semi-annual rate 
of 1948.18 

The principal area of expansion was in intra- 
western European trade, the quantum of which in 
the first half of 1950 was about one and one- 
half times as great as in 1948. The quantum of 
trade among the continental countries of western 
Europe increased to an even greater extent. The 
recovery of Germany’s trade was the most impor- 
tant factor in this rise in intra-western European 


trade. The volume of western Europe’s oversea 
exports also rose steadily from 1948. While ex- 
ports to oversea countries other than the United 
States rose sharply in the first half of 1949, when 
exports to the United States fell, the rate of in- 
crease since the middle of 1949 has been con- 
siderably lower. More than three-fifths of the 
increase in oversea exports since the middle of 
1949 has been in exports to the United States and 
the rest of the dollar area. 


RISE IN INTRA-WESTERN EUROPEAN TRADE 


Prior to 1949, the recovery of intra-European 
trade had, for several reasons, lagged behind that 


18 There were in general relatively higher increases 
during this period in the exports of countries where 
recovery of production and of pre-war markets had 
lagged. See appendix table V, which shows the movement 
in the quantum of exports of the several countries of 
western Europe, arranged in order of the level of their 
exports in 1948 relative to pre-war. 


Table 55. Value and Indices of Quantum and Unit Value of Exports of Western 
European Countries to One Another and to Oversea Countries, 1948 
to 1950 (First half) 


(Values in current prices in millions of United States dollars, f.o.b.) 


Item 


Western Europe:® 


Wialuckotvexports a peree renin mira tote 
To one another 
WOVOthcrste en seri co er oe 

Quantum index of exports 
To one another 
To others 


Western Europe, excluding United Kingdom, 
Iceland and Ireland: 
WHINE GIP TOUS’ oo did ee cukaa moe ww sole 
To one another 
LOR OLMETS Seay \ doteatsey ear rete 
Quantum index of exports 
To one another 
To others 


Western Europe, excluding United Kingdom, 
Iceland, Ireland and western Germany: 


Value of exports 


CeOMOar Orie omc. Ceo tee) Decay OD 

$) (Diss), ois; 9) 18. Je) ©, ele \ertals (sina te ele 
ase 4: (01.8, €)i8, a6! 16.8 0 are ve 8 @ 8 6) 618 
a ry 
OUCH OM SCM Pe ONAL ICLA IN 885 
Siders: 1OPTe! (@7 0) [ey etre te) 9) .a) si Bibles LOleiel ace) 


CO ATCO ye eo 


_ Source: Economic Cooperation Administra- 
tion, Recovery Guides, No. 16, October 1950; 
adjusted by the United Nations Department of 
Economic Affairs to exclude certain countries. 


1949 


1948 et 1950 

Semi-annual First Second First 

average half half half 
8,315 9,721 8,960 8,796 
3,761 4,393 4,283 4,359 
4,554 5,328 4,677 4,437 
100 116 123 140 
100 114 127 147 
100 116 120 D2 
100 101 88 76 
5,003 5,992 5,821 5,738 
Mell} DSi 2,581 2,693 
2,850 3,435 3,240 3,045 
100 119 128 149 
100 119 132 162 
100 121 125 140 
100 100 91 77 
4,651 5,450 5,238 4,965 
1,692 1,769 1,701 1,668 
2,959 3,681 Sgaysi7/ 3,297 
100 IPN) 114 119 
100 101 102 110 
100 120 121 124 
100 104 99 90 


_ ® Including metropolitan areas of all countries 
in the European Recovery Program. 


> In terms of dollars. 


Chapter 7. Developments in International Trade 


of exports to oversea areas. On the one hand, 
intra-European trade in foodstuffs, raw materials 
and capital goods was especially affected by the 
need for retaining limited supplies of such goods 
for domestic consumption and investment. On the 
other hand, the surplus of European manufactures 
over and above the amounts required for domestic 
use was directed in the first instance to oversea 
countries which could provide urgently needed 
imports of foodstuffs and raw materials. In addi- 
tion, intra-European trade was depressed by the 
low level of production and trade of Germany and 
of the devastated countries of eastern Europe. 

By 1949 the situation in these respects had 
changed materially. In addition to a greater meas- 
ure of self-sufficiency in foodstuffs, western 
Europe had virtually eliminated its abnormal de- 
pendence on oversea imports of certain raw 
materials and fuels, especially coal. European 
manufacturing production had been further ex- 
panded, and a higher proportion of such goods 
was available for the European market. The 


-“~ 19While it is questionable whether the liberalization 
of trade could have significantly influenced the level of 
such trade at an earlier period, it was undoubtedly effec- 
tive in stimulating the expansion of trade which occurred 
among western European countries in the first half of 
1950. 

Pursuant to the agreements reached in the Organisa- 
tion for European Economic Co-operation, by the end 
of 1949 member countries had freed the production of 
other members from quotas or similar import restrictions 
for at least 50 per cent of the previous private trade in 
food and feed, raw materials and manufactures. However, 
the effect of liberalization appears to have been limited 
~ to an important extent by a number of qualifications. 
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demand from oversea countries for Europe’s 
manufactures had also begun to show signs of 
slackening. In addition, steps had been taken 
towards liberalization of trade and payments’? and 
towards adjustment of price relationships by 
means of devaluation. 


The major role played by the rise in German 
exports and imports in the expansion of intra- 
western European trade during this period may 
be seen from table 56. German exports to and 
imports from western Europe together accounted 
for almost half of the total increase in the exports 
of countries of western Europe to countries within 
the group—in constant (1948) prices—between 
1948 and the first half of 1950. 


By far the larger part of the additional exports 
of Germany in 1949 went to France, Sweden, 
Italy, Belgium-Luxembourg and the Netherlands, 
in the order indicated; however, almost all other 
countries of western Europe also imported sub- 
stantially larger quantities from Germany. The 


Many of the more competitive products were not in- 
cluded in the list, imports purchased directly or indi- 
rectly by governments were not covered and relaxations 
were not uniformly applied and were frequently with- 
held from countries in a stronger competitive position. 
Early in 1950 the percentage reduction applicable to 
quantitative restrictions was raised from 50 to 60, but 
the effective date was postponed until a satisfactory 
payments scheme had come into force. Following the 
adoption in August 1950 of such a plan—the European 
Payments Union—it was decided that all member coun- 
tries should be urged but not obliged to free restrictions 
on 75 per cent of trade in foodstuffs, raw materials and 
manufactured goods by February 1951. 


Table 56. Share of Western Germany in Intra-Western European Trade, 1948 
to 1950 (First half) 


(Based on exports, in millions of United States dollars, f.o.b., in 1948 prices) 


Item 


Exports 


Western Germany Western Europe All 
to 


intra-western to other 


western Europe western Germany 


Value in 1948 prices: 


OAS Frese ay iPr ay ths Aten tection er outa: <i scharya'a faye Sotelo 
UGA OMI TSte Ma feaserceesicder sve beusvele «sas eee 4,290 
1949" Second) half 2.085.562... Dw iipite wa Be 


(EXO) Jertaye UWE Se So Bo ube vo Boece BO 


Increase: 
Rroml948) £0 1949) 0 oo cen 42a ooce stays oe 
From 1949, first half, to 1950, first half. . 
From 1948 to 1950, first half.......... 


315 250 3,195 
435 450 3,405 
535 610 3,630 
795 735 4,000 
170 280 320 
360 285 595 
480 485 805 


a nn UE ESE EEE 


Source: United Nations Department of Eco- 
nomic Affairs. Data in 1948 prices obtained by 
applying quantum indices to values in current 


prices; in the case of Germany, by adjusting for 
changes in dollar unit values. 
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increase in German exports in the first half of 
1950 was very largely accounted for by the Neth- 
erlands and may have been of a temporary 
character, owing to that country’s earlier accumu- 
lation of large balances in deutsche marks. How- 
ever, exports to almost all other western Euro- 
pean countries were also significantly larger— 
particularly exports to Italy, Sweden, Denmark, 
Belgium-Luxembourg and Switzerland. 


Nearly all branches of industry experienced 
substantial increases in their exports, except the 
textile industry, where production had tended to 
lag. About a fourth of the larger volume of goods 
exported to both European and oversea destina- 
tions between 1948 and the first half of 1950 was 
accounted for by machinery, and an additional 
fourth by iron and steel products. This largely 
reflected the rapid recovery of German heavy 
industry. Exports of most other manufactures 
were increased substantially, among the more 
important of these being motor vehicles, semi- 
manufactured chemicals, optical goods and pre- 
cision instruments. Exports of raw materials and 
fuels formed a less significant part of total exports 
than in earlier post-war years. 


While the quantum of German imports from 
all sources rose between 1948 and 1949 by more 
than 50 per cent, the increase was almost entirely 
in imports from western Europe. Imports from the 
United States remained at the level of the year 
before. The extent to which western Europe 
replaced the United States as the source of Ger- 
man imports may be gauged from the following 
figures on exports from the United States and 
western Europe to western Germany (in millions 
of United States dollars, f.o.b., in 1948 prices at 
semi-annual rates) : 


1950 


1948 1949 First half 
iWnitedie States psa 430 438 270 
Western EUTOpe saan 250 530 733s) 
Total 680 968 1,005 


Most western European countries contributed 
to the larger volume of German imports. Between 
1948 and 1949 at least half of the additional 
imports were provided by three countries— 
Belgium-Luxembourg, the Netherlands and Italy 
—though the percentage increase in the exports of 
a number of other western European countries 
was actually greater. The larger part of the in- 
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crease in German imports in the first half of 1950 
came from the Netherlands, Denmark and Sweden 
_the Netherlands alone being responsible for 
about half of the increase. United Kingdom ex- 
ports to Germany in this period were nearly 75 
per cent higher than the semi-annual rate in 1949. 


The larger volume of goods imported by Ger- 
many during 1949 consisted primarily of food- 
stuffs and, to a lesser extent, of textiles and certain 
raw materials. Substantially larger quantities of 
fruits and vegetables, meat, fish and dairy pro- 
ducts, sugar and cocoa were imported, chiefly from 
the Netherlands; in addition, a larger volume of 
fruits and vegetables was obtained from Italy 
and of sugar from Belgium. Textile exports from 
Italy and Switzerland and, especially, from Bel- 
gium accounted for a substantial share of the 
increased German imports. 


The further increase in German imports from 
western Europe in the first half of 1950 was to a 
considerable extent in substitution of commodi- 
ties previously provided by the United States: 
chiefly grains, meat and dairy products, and fats 
and oils. The large decline in German imports of 
United States grains during this period in part 
represented some lowering of requirements. 
Larger United Kingdom exports to Germany con- 
sisted for the most part of wool, yarn and woven 
and knitted products. 


The growth of trade among the remaining 
countries of continental western Europe was of 
considerably smaller proportions; most of the in- 
crease in 1949 was accounted for by a larger 
volume of trade among the group of countries 
which included Denmark, France, Italy, Nether- 
lands, Norway and Sweden. This group also 
experienced a moderate increase in its exports to 
the hard currency group—BelgiuntLuxembourg, 
Portugal and Switzerland—in 1949 and in its 
imports from them in the first half of 1950. 


There was a significant increase in the trade of 
the United Kingdom with the continent, in addi- 
tion to the rise in its trade with Germany, pre- 
viously noted. Exports of continental countries, 
other than Germany, to the United Kingdom in 
1949 were about 40 per cent higher, in constant 
Prices, than in 1948 and continued at this level 
in the first half of 1950. Though the United 
Kingdom exports to these countries during 1949 
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were not much higher than in 1948—exports to 
the group comprising Belgium-Luxembourg, Por- 
tugal and Switzerland actually declined—they 
increased by more than a third in the first half 
of 1950 so that the United Kingdom again had 
an export surplus with western Europe as in 1948. 


LEVELLING OFF IN VOLUME OF WESTERN 
EUROPEAN OVERSEA EXPORTS AFTER 
THE MIDDLE OF 1949 


The further expansion of western Europe’s 
oversea exports during 1949 and 1950 appears to 
have been rather limited when compared with the 
spectacular gains in intra-western European trade. 
The quantum of oversea exports of western 
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Europe, excluding Germany, rose steeply in the 
first half of 1949 but has since increased at a 
more moderate rate. Although the volume of 
Germany’s exports to oversea countries in the 
first half of 1950 rose to six or seven times the 
extremely low level of 1948, this represented a 
relatively small part of the total increase in wes- 
tern Europe’s oversea exports. 


Table 57 shows the exports (in 1948 prices) of 
several groups of western European countries to 
various oversea areas from 1948 to 1950. Most 
of the increase in western Europe’s oversea ex- 
ports during the period was accounted for by the 
Netherlands, the United Kingdom, Germany and 


Table 57. Value of Western Europe’s Oversea Exports’? to Various Areas, 1948 
to 1950 (First half) 


(In millions of United States dollars in 1948 prices, f.o.b.) 


Exporting countries 
Total 


Total exports from western Europe: 


1948 Semi-annual average.. 4,103 
19495 Birstehalts yt dtescine's 4,608 


1949 Second half ........ 4,741 
POS Oehirst: Halkevegs . ae 5,163 
United Kingdom: 
1948 Semi-annual average ....... O31 
{949 ehirstghalhs a aRee® at. ar 2,430 
LOAD FSecondahalf aaa ieriee. Soe. 2,469 
1950, Eirst half ¢perweti sens oe oat 2,607 
Denmark, France, Italy, Netherlands, 
Norway, Sweden: 
1948 Semi-annual average ....... 1,281 
TOAGMENT Staal ba stew aie hese 1,548 
19498 Second shalt ostcct« ays arsyegecessyers 1,604 
TOSOMPInSt CALL geese 5 ce seseys 4 sce4s 1,776 
Belgium-Luxembourg, Portugal, Switz- 
erland: 
1948 Semi-annual average ....... 503 
IOAQ SC Birsts ha lisee: eh Sons eae Met as 478 
1S49RSecondphalt os esau ces 491 
TOSOBE Ist nalt wre aa cme 486 
Western Germany: 
1948 Semi-annual average ....... 28 
OVA Varese VavMhe SSG See oe Be 81 
1949 5Second halfy ea. <cor «cite o- 118 
TOSOMEInSER alae dost ease gar eg? 205 
Austria, Greece, Turkey: 
1948 Semi-annual average ....... 60 
1949 en Rinstehalfianers ae Moen atetic 71 
1949 Second) halfesr- 0... thes - 9 
1D5O URivst, nal tee ct 5..duciete os 89 


Destination 
Canada Latin America 
and 
United Total Dollar Other Rest of 
States coun- coun- world 
tries tries 
636 641 167 474 2,826 
Byy/Al 609 156 453 3,428 
624 788 165 623 3,329 
841 797 232 565 3,525 
274 253 69 184 1,704 
248 246 63 183 1,936 
282 DTG) 54 221 1,912 
382 276 82 194 1,949 
186 240 60 180 855 
133 232 50 182 1,183 
156 348 66 282 1,100 
208 341 78 263 Wo d9 
125 142 36 106 236 
122 114 35 79 242 
128 138 34 104 225 
tt 108 40 68 227 
ig 3 1 2 8 
28 12 6 6 41 
31 23 10 13 64 
40 62 29 33 103 
34 3 1 2 os} 
40 5 2 8} 26 
27 4 1 3 28 
50 10 3} 7 29 


LS —— 


Source: United Nations Department of Eco- 
nomic Affairs. Exports in 1948 prices obtained 
by using over-all dollar unit values of exports 


to adjust data given in current dollar values. 
a Excluding exports to Iceland and Ireland 
and to eastern Europe. 
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especially France; the latter country was respon- 
sible for half of the total increase in continental 
western European exports to oversea areas. About 
three-fourths of the increase in French exports 
during 1949 consisted of exports to its colonial 
territories in Africa and Asia; larger shipments 
to Argentina and, to a lesser extent, to Egypt and 
Syria-Lebanon accounted for most of the balance. 
French exports to the same areas, especially to 
Argentina, also increased in the first half of 1950. 


The additional oversea exports of Germany 
were distributed among several areas, they re- 
flected a broad though partial recovery of its 
pre-war markets in Latin America, Asia (includ- 
ing the Middle East) and Africa. About one- 
third of the increase between 1948 and the first 
half of 1950 is explained by larger exports to 
Latin America; another fourth was accounted for 
by India, Pakistan, Indonesia and Japan and 
other countries of the Far East, and the remainder 
by Africa, the Middle East and the United 
States. 


Most of the additional oversea exports of the 
United Kingdom during this period as a whole 
went to the sterling area countries. In the latter 
half of 1949 and the first half of 1950, however, 
the increase was mainly in exports to Canada and 
the United States. Except for the Netherlands, the 
western European countries as a whole increased 
their oversea exports to a far lesser extent than 
those referred to above. Most of the gain in the 
Oversea exports of the Netherlands during 1949 
represented larger Indonesian imports, though 
exports to the United States, Canada and Latin 
America also rose substantially. 


Table 58. 


Western Europe’s oversea exports of motor 
vehicles and machinery registered the largest 
gains. On the other hand, exports of metals and 
manufactures in the first half of 1950 were prob- 
ably below the level of the same period of the year 
before—the heaviest decline was in exports of 
such commodities to dependent oversea territories 
—and textile exports fell sharply to almost all 
areas except the United States. 


WESTERN EUROPEAN IMPORTS FROM CVERSEAS 


The distribution of western Europe’s imports 
among the United States, other oversea countries 
and western European countries tended between 
1948 and the middle of 1950 to return rapidly to 
a more normal pattern. Despite the continued 
reduction of imports from the United States after 
the middle of 1949, the quantum of imports of 
western European countries from all sources in- 
creased during 1949 and 1950, as may be seen 
in table 58.*° The fall in imports of foodstuffs and 
raw materials from the United States was approxi- 
mately offset by greater imports from other over- 
sea sources, the increase in the total imports of 
western Europe being a result of the rise in intra- 
western European trade. 

The most striking shift in the sources of west- 
ern European imports occurred in the case of 


_ ?0In general, countries whose imports were at a rela- 
tively low level in 1948—e.g., Germany, Austria, Den- 
mark and the Netherlands—showed a larger increase in 
the quantum of their imports than others. Germany alone 
accounted for nearly one-half of the increase in conti- 
nental western Europe in the first half of 1949 and just 
over this proportion in the second half of the year. 
In the first half of 1950, at least one-third of the in- 
crease was in Netherlands imports. See appendix table VI 
for the movement in individual countries. 


Value and Indices of Quantum and Unit Value of Imports of Western 


European Countries from One Another and from Overseas, 1948 to 1950 (First half) 


(Current values in millions of United States dollars, c.i-f.) 


SS rs sewer 


1949 


Item Sone caneal First Second First 

average half half half 
Gugrentavalucmens:s see ae ea 12,288 13,030 11,579 11,493 
Intra-western European .............. 3,894 4,341 4,328 4,526 
Overseas and eastern Europe.......... 8,394 8,689 Tih 6,967 
Quantum) indexqae ay nena ne 100 106 109 116 
Intra-western European .............. 100 114 127 147 
Overseas and eastern Europe.......... 100 102 101 102 
Unit-dollarvalne index, .),..0e. . han 100 100 86 81 


er See 


Source: Economic Cooperation Administration, Recovery Guides, No. 16, October 1950. 


Chapter 7. Developments in International Trade 


Germany, which obtained more than half of its 
imports from western Europe in the first half of 
1950, as compared to well under a third in 1948 
(table 59). Other countries of continental west- 
ern Europe also received about half of their total 
imports from intra-western European trade in the 
first half of 1950; this represented a considerable 
rise compared with 1948, when only about 40 per 
cent came from this source. 


The shift in oversea imports from dollar to non- 
dollar sources was greatest in the case of the 
United Kingdom, where imports from non-dollar 
sources increased considerably at a time when 
dollar imports were sharply reduced. In addition 
to the significantly greater volume of goods ob- 
tained from western Europe, the United Kingdom 
also imported much larger amounts from the over- 
sea sterling countries and Latin America. Ger- 
many also showed a sizable increase in its imports 
from oversea areas other than the United States— 
chiefly from Latin America”! but from Asia and 


~~ *1 Especially from Argentina, but also to an important 
extent from Brazil and Uruguay. 


Table 59. 
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Africa as well—as its exports to these areas ex- 
panded. The aggregate volume of oversea imports 
of the rest of western Europe appears to have 
fallen owing to the reduction in imports from the 
United States while imports from other oversea 
areas remained relatively stable. 


The growth of intra-western European trade 
and the reduction in imports from the United 
States were associated with important changes in 
the commodity composition of western Europe’s 
imports during this period. Table 60 compares 
imports from various sources in the first half of 
1950 with the corresponding period of 1949, with 
respect to foodstuffs, raw materials and manu- 
factures, for continental western Europe and the 
United Kingdom. Total imports of foodstuffs by 
continental western Europe rose 10 per cent 
between these two periods, but raw material im- 
ports increased to a much smaller extent. Raw 
material imports, especially of raw cotton, were 
unusually high in the first half of 1949, however, 
so that there was probably a considerable increase 
in stocks. On the other hand, intra-European 


Value of Imports of Western European Countries from One Another and from Oversea 


Areas, 1948 to 1950 (First half) 


(Based on exports of exporting countries in 1948 prices, f.o.b.; in millions of United States dollars) 


Western European countries 


Total exports 
from Europe 
and overseas 


Importing area 


Source of imports 


Overseas and eastern Europe 


Other 


western Canada and 


United Western European Dollar United Rest 
Total Kingdom Germany countries? Total area» States of world? 
Continental western Europe ex- 
excluding western Germany: 
1948 Semi-annual average... 6,474 2,616 658 267 1,691 3,858 1599 1,444 Di2a9 
194900 Rirstshal fee, aucune ase 6,665 2,802 662 392 1,748 3,863 12755 1,584 2,108 
1949 Second half .. a:7.... 6,455 3,075 699 468 1,908 3,380 1,452 1,260 1,928 
TOS OMRrSte lial t seme ee ee 7,250 8) SEW? O17, 728 2,087 3,518 1,439 1,250 2,079 
Western Germany: 
1948 Semi-annual average. . 842 245 50 195 597 476 437 121 
(OAC) WETMORE ont, ooo e abe 1,130 440 48 B92 690 506 480 184 
1949 Second half ......... 1,445 605 56 549 840 445 415 395 
1O5OREirstphaliey cee 1,380 730 86 644 650 299 276 Sail 
United Kingdom: 
1948 Semi-annual average... 3,584 596 48 548 2,988 865 662 2123 
TSASRbinstahall, san waa eons 3,760 WS 48 707 3,005 899 737 2,106 
19497Second half. .24..2-- 3,980 899 66 833 3,081 868 784 koi} 
AOSO0SPirst ball mys asters s 2 4,015 853 53 850 3,162 650 500 Dee 


Source: United Nations Department of Economic Af- 
fairs. Regional imports obtained by adjusting the data 
of each exporting region by the dollar unit values of its 
exports, except in the case of the “rest of the world”. 
Total imports at 1948 prices of continental western 
Europe, western Germany and the United Kingdom ob- 
tained by applying the quantum indices of their imports 


in each period to the value in current prices of the 
world’s exports to them in 1948. Exports of the rest of 
the world to these areas were estimated as the residual. 
2 Excluding imports from Iceland and Ireland, which 
are included in rest of world. 
> For list of countries in dollar area, see appendix 
table XIV. 
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trade in manufactures was greatly expanded,” 
while the fall in imports of manufactures from the 
United States was relatively limited. As a conse- 
quence, the importance of manufactures in west- 
ern Europe’s imports in the first half of 1950 was 
far greater than a year earlier. 


As was to be expected, the major shift in the 
source of western Europe’s imports occurred in 
foodstuffs; the drastic reduction in food imports 
from the United States was more than offset by 
the rise in intra~-European trade in foodstuffs and 
imports from oversea sources other than the 
United States. In the first half of 1949, continental 
western Europe was still obtaining more than a 
third of its food imports from the United States, 
but in the first half of 1950 this proportion had 
shrunk to a sixth, with a virtual halving of the 
volume of imports from that source. At the same 


22 A Jarge part of this increase consisted of trade in 
textiles, especially cotton textiles, intra-European trade 
in which was stimulated by the declining oversea demand 
and increasing Japanese competition in oversea markets. 


time, the increase in exportable surpluses in 
western European countries enabled them to pro- 
vide more than a fourth of their food import re- 
quirements from within western Europe as com- 
pared with only a sixth the year before. Supplies 
from other sources together were also about a 
fourth greater. The reduction in United Kingdom 
imports of foodstuffs from Canada and the United 
States was more than offset by imports from other 
sources, chiefly in Latin America. 


The large reduction in western European im- 
ports of grains from the United States appears to 
have been counterbalanced for the most part by 
higher domestic production and, to a much 
smaller extent, by imports from other sources, 
since total imports of bread and coarse grains in 
the first half of 1950 were well below the level of 
the year before. On the other hand, western 
European imports of dairy and animal products— 
consumption of which had been rising at a rela- 
tively slow rate from depressed post-war levels— 
expanded sharply. Larger supplies of animal 


Table 60. Value of Western European Imports of Food, Raw Materials and Manu- 
factures, by Exporting Area, 1949 (First half) and 1950 (First half) 


(In millions of United States dollars, c.i-f., in 1949 (first half) prices) 


rr 


Continental western Europe 


Source of imports 


United Kingdom 


Food, Food, 
beverages, Raw Manufac- beverages, Raw Manufaec- 
tobacco materials tures tobacco materials tures 
Total: 
1949 First half 2,158 2,811 3,016 1,902 1,813 
1950 First half 2,373 2,927 3,682 1,995 1,948 an 
Western Europe: : 
LOADS First, haltieees eee 361 588 1,394 352 
195O0eRirst) haltecen see 651 125 1,929 348 on ai 
United Kingdom: 
TOSS Hirstahal teen 31 159 49 
UOSOebirst shalt eee 46 235 716 
United States: 
1949 First alfa ys. eee 743 538 596 8 
1950 First half ......). 382 394 555 a as iba 
Canada: 
19408 Rirstenalt eee 31 21 
LO SOpbirstahal ieee eee 23 13 ri 195 33 ae 
Rest of world: 
1949 First half ... 992 1,505 494 1 
itct halter 239 
1950 First half... ||| | ROTI 1,560 461 1,400 1570 304 


Source: United Nations Department of Eco- 
nomic Affairs. For method -of obtaining total 
and regional imports in prices of the first half 
of 1949 see table 59; the same method was used 


for obtaining figures by commodi 

t ity groups. 
Where unit value data were not available: oe 
mates were made on other bases. 
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products were available from most European ex- 
porting countries—especially Denmark—as a 
result of continuing improvement in livestock pro- 
duction, so that it was possible to a great extent 
to replace exceptional post-war imports from the 
Western Hemisphere by imports from normal 
European suppliers. The very sharp increase in 
the consumption levels of fats and oils in western 
Europe between 1949 and 1950 was, on the other 
hand, largely based on a higher rate of oversea 
imports. 


There was also some further reduction between 
1948 and 1949 in the exceptional post-war de- 
pendence of western Europe on the United States 
for imports of a number of raw materials. Impor- 
tant in this connexion was the virtual cessation in 
the latter part of 1949 of United States exports of 
coal to western Europe as a result of the restora- 
tion of European self-sufficiency in this com- 
modity. With the notable exception of raw cotton, 
exports of which increased somewhat, United 
_ States exports of most raw materials were lower 
in the first half of 1950 than a year earlier. The 
declines in raw material imports from the United 
States were more than offset in continental west- 
ern Europe by the rise in trade in raw materials 
among the western European countries and, in the 
case of the United Kingdom, by increased imports 
of raw materials from oversea sources, par- 
ticularly from sterling area countries and from 
Latin America. 


REDUCTION IN WESTERN EUROPE’S IMPORT 
SURPLUS 


As a result of the developments in trade de- 
scribed above, the trade deficit of the continental 
countries of western Europe with the rest of the 
world declined in dollar terms from $4,600 mil- 
lion in 1948 to $3,100 million in the first half of 
1950. Though both dollar and non-dollar deficits 
were reduced, there were differences in the magni- 
tude and character of the reductions of these 
deficits and in the periods during which they 
occurred. 

The annual rate of the deficit with the dollar 


area, which amounted to $3,200 million and 
accounted for two-thirds of the total trade deficit 
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in 1948, was $200 million larger in the first half 
of 1949. However, in the second half of 1949 this 
deficit was reduced to $2,600 million and in the 
first half of 1950 to $2,100 million (annual 
rates). By contrast, the reduction of the entire 
non-dollar deficit of the region was realized in 
1949, and the decline occurred at an even rate 
in each half of the year. During the first half of 
1950 the non-dollar deficit showed a sizable in- 
crease while the dollar deficit was being reduced 
markedly. 


The movements of trade underlying the changes 
in the trade balances of the United Kingdom dur- 
ing this period were generally similar to those of 
the rest of western Europe. The deficit of the 
United Kingdom with the dollar area showed 
little change in the course of 1949; the more pro- 
nounced fluctuation in the United Kingdom’s trade 
balance with the United States was partly coun- 
terbalanced by opposite movements in trade with 
the rest of the dollar area. In the first half of 1950, 
however, the United Kingdom’s trade deficit with 
the dollar area was reduced by $600 million and 
was less than half that of the preceding year (at 
annual rates), chiefly because of the curtailment 
of its dollar imports, not only from the United 
States, but from other countries of the dollar area 
as well. In addition, exports to the dollar area 
also rose slightly in this period. 


The trade of the United Kingdom with non- 
dollar areas as a whole remained in fairly close 
balance during 1949 and the first half of 1950; 
the major change in balances with individual re- 
gions was a reduction in the United Kingdom 
export surplus with the oversea sterling countries. 
The traditional import surplus of the United 
Kingdom with the rest of western Europe re- 
emerged during 1949 but was replaced once again 
in the first half of 1950 by an export surplus. 
Owing to difficulties in the negotiations concern- 
ing the prices of imports from Argentina, which 
resulted in a considerable drop in United King- 
dom imports from that source, the import surplus 
with the Latin American non-dollar countries was 
considerably lower in 1949 than in 1948 but 
returned to its previous level in the first half 
of 1950. 
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The Trade of Eastern Europe 


Rising levels of production in eastern Europe 
during 1949 and 1950 provided the basis for a 
considerable enlargement of its trade. However, 
even more than in the case of western Europe, 
this expansion was concentrated in intra-regional 
trade. Trade between eastern Europe and the rest 
of the world—especially western Europe—re- 
mained stagnant at far lower than pre-war levels. 


Trade between eastern Europe and the rest of 
the world before the war had accounted for 
almost nine-tenths of the total trade of eastern 
Europe, and trade within eastern Europe had 
been relatively small. In 1948, however, the latter 
trade accounted for almost half the total trade of 
the area. Owing to opposite movements in the 
trade of eastern Europe with the rest of the world 
and in the trade within the area, the proportion of 
trade among eastern European countries increased 
to over half of the total in 1949 and to an even 
greater extent in 1950 (table 61). 


STAGNATION OF EAST-WEST TRADE 
If dollar prices may be assumed to be double 
those prevailing before the war,”* the volume of 
trade between eastern Europe and the rest of the 
world would have been about two-thirds of its 


23 The United States index of wholesale prices was 191 
in 1948 and 180 in 1949 (1937 = 100). 


1938 level in both 1948 and 1949. During the 
first half of 1950 there were signs that this level 
of trade was being lowered’ though trade agree- 
ments for the year 1950 appear generally to have 
envisaged the maintenance of trade at about 1949 
levels. 


Imports from western Europe under these 
agreements lagged considerably behind exports 
to that area because they consisted in large part 
of capital goods, orders for which are subject to 
longer delivery periods. Western Europe’s deliv- 
eries to eastern Europe thus tended to rise as 
eastern Europe’s exports levelled off or fell, with 
the result that earlier export surpluses of eastern 
with western Europe tended to disappear rapidly. 
In the case of sterling which eastern Europe had 
earned in its trade with the United Kingdom, part 
of the funds were used, as a result of difficulties 
in obtaining deliveries of capital goods, to pur- 
chase raw materials in oversea sterling countries 
—especially rubber, tin and wool. 


The trade of the countries of eastern Europe 
during 1948 and 1949 is shown in table 62. Dur- 
ing 1949 the volume of eastern European exports 
to western European countries remained at about 


from $900 million in 1948 to $665 million (at annual 
rates) in the first half of 1950. See United Nations, 


°4 Data on the trade of ten western European countries Economic Bulletin for Europe, vol. I, No. 2 and vol. I, 
with eastern Europe show a decline in their imports, No. 2 


Table 61. Estimated Value of Total Trade of Eastern Europe,* 1938, 1948 and 1949 


(In millions of current United States dollars, f.0.b.) 


en eee 


1938 1948 1949 
Area soe ee eee 
Amount Per cent Amount Per cent Amount Per cent 
Total PeEXpOrtslys ates + cites tee e 1,445 100 2,807 100 3,184 100 
Within Eastern Huroper. sane 168 12) 1,264 45 1,640 Sy) 
Outside eastern Europe>............ Le P27 (II 88 1,543 Si) 1,544 48 
Western EULOpes centre eee 1,031 71 1,196 43 1,208 38 
Waited M States see ee eee 80 6 Hip} 4 82 3 
Rest: ofo world pee a ee ee 166 ill 235 8 254 8 
Wotal@imi ports, vcs; ats ae eee ee 1232) 100 2,636 100 3,051 100 
Within eastern Birope: aan eee 168 14 1,264 48 
Outside eastern Europe> |... 1,064 86 1,372 52 ett 46 
Western Furope sh. |. i ee 720 58 825 31 1,091 35 
United States 7h) | as ee 150 12 137 5 "81 3 
Restiof, world 4 406, ee 194 16 410 16 239 8 


Source: United Nations, Economic Bulletin 
for Europe, vol. 2, No. 2. 


@ Including Bulgaria, Czechoslovakia, Hun- 


gary, Romania, Poland, the Union of Soviet 
Socialist Republics and Yugoslavia. 
> Including eastern Germany. 
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Table 62. Estimated Value of Trade of Eastern Europe with Western Europe,* the United States 
and Other Oversea Countries, 1938, 1948 and 1949 


(In millions of United States dollars, f.o.b.) 


Destination or source 


Osuntey® 1988 1948 1949 oe 
Western United Other Western United Other Western United Other 
Europe States countries Europe States countries Europe States countries 
Eastern Europe, total: 
Exports 5.8.04... 1,031 80 166 1,196 112 235 1,208 82 254 
IMpOrsieee ree 720 150 194 825 137 410 1,091 81 239 
USSR: 
FIXDOTtSH Meee eh 284 DT 47 335 78 55 279 42 35 
LMPOLtSa sath. od hewn rs tiie os 181 74 59 212 D7 176 299 6 92 
Poland: 
EX POTTS ap se Fw een $5 172 13 20 334 1 7 395 3 9 
ITMPOLtS ete ene ee 136 pail 50 192 55 38 269 23 45 
Czechoslovakia: / 
IBXpOrtss SSC 2. ee ee. o 198 26 62 311 23 129 263 18 180 
TH POLES eet ew tae nearer 135 27 55 242 30 170 264 22 75 
Yugoslavia: 
XPOS alias, eee? Aer hike, be, 102 6 5 101 5 14 124 14 9 
TMpPOris ees ee ee 75 8 10 100 8 16 126 21 14 
Hungary: 
EXPOrts ewe. Geet cae. eee 111 4 13 1 2 16 113 9} 6 
EMPOrtS ee ees AS hes | 71 7 13 50 7 6 94 5 6 
Romania: 
I XPOL(S paras sehen, cue etairs eou: 112 2 18 29 ~ 10 mM 1 11 
Tmiports#iey.. See ae. eialon oz 87 6 5 18 8 p) 42 3 7) 
Bulgaria: 
EXPOLtSbe: try icine «ca eneists a2 2 1 14 3 4 13 2) 4 
Sony over d3* SP ee ae tee 35 1 2 11 2 Z 15 1 - 


Source: United Nations, Economic Bulletin for Europe, 
vol. 2, No. 2. 


two-fifths, and eastern European imports from 
western Europe at less than two-thirds, of pre- 
war levels. The sharp downward movement of 
trade between eastern Europe and western Euro- 
pean countries, other than Germany, in the first 
half of 1950 was offset to a slight extent by an 
increase in western Germany’s trade with eastern 
Europe.”® 


There does not appear to have been a signifi- 
cant change in the character of the goods ex- 
changed between eastern and western Europe. 
This trade consists predominantly of exports of 
foodstuffs and raw materials by eastern Europe 
in exchange for manufactures—especially capital 
goods. The most important developments in this 
period were the decline in the export of Polish 
coal to France and other western European 


25 Especially with Hungary and Yugoslavia. 


aTncluding both western and eastern Germany. 
b In order of value of 1948 exports to western Europe. 


countries and the increase by western Europe of 
the list of items, chiefly equipment and other 
capital goods, which were not exportable to east- 
ern Europe owing to their possible military value. 


As can be seen from tables 61 and 62, eastern 
European trade with the United States has been 
even more severely affected. The export surplus 
of the Union of Soviet Socialist Republics with 
the United States in 1948 was reduced as exports 
to the United States were halved, and imports 
from that country shrank to negligible amounts in 
1949 and 1950. This surplus had to a large extent 
offset the import surplus of the rest of eastern 
Europe with the United States in 1948 and 1949. 
However, the contraction of United States exports 
to the latter areas and the increase in imports 
from eastern Europe after 1948 led to the vir- 
tual disappearance of the import surplus by the 
first half of 1950. 
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The trade of eastern Europe with the United 
States has been largely influenced by non- 
economic factors. The contraction of eastern 
European imports from the United States has 
undoubtedly reflected the extension by the United 
States of the list of exports prohibited for reasons 
of national security. The share of capital goods in 
United States total exports to the Union of Soviet 
Socialist Republics and other eastern European 
countries”® fell from about a half in 1948 to a 
sixth in the first half of 1950. Although eastern 
European exports to the United States have not 
fallen to the same degree, the Union of Soviet 
Socialist Republics has in turn reduced its exports 
of chrome and manganese ores to the United 
States so that furs represent the most important 
item of its current exports. 


In contrast to the downward movement of the 
trade of eastern Europe with western Europe and 
the United States, its trade with the rest of the 
world, though a relatively small proportion of 
the total, was fairly well maintained during 1949. 
Czechoslovakia and the Union of Soviet Socialist 
Republics accounted for the bulk of this trade. 


EXPANSION OF TRADE AMONG EASTERN EUROPEAN 
COUNTRIES 


While it is possible to obtain indirect data on 
the trade of eastern European countries with 


26 Bulgaria, Czechoslovakia, Hungary, Poland and 
Romania. 

27 United Nations, Economic Bulletin for Europe, 
vol. 2, No. 2, pages 88 and 89. 


other regions from the returns of their trading 
partners, the available statistical information per- 
mits only rough estimates of their trade among 
themselves. 


The main development in the trade of eastern 
Europe during the period under review was the 
further growth of trade between the Soviet Union 
and the other countries of the area. The foreign 
trade turnover of the Union of Soviet Socialist 
Republics during 1949 is reported to have been 
more than double that of 1940. The increase is 
stated to have been due entirely to the growth of 
the Soviet Union’s trade with other eastern Euro- 
pean countries, which had come to account for 
two-thirds of the total volume of Soviet trade. 
Estimates of the trade of the Union of Soviet 
Socialist Republics, shown in table 63, are based 
on data reported by its trading partners or, where 
these are lacking, as in the case of eastern Euro- 
pean countries, on estimates derived from pub- 
lished trade agreements and other sources.?’ It 
will be seen that, in spite of a drastic curtailment 
of Soviet trade with Yugoslavia from 1948 to 
1949,° the dollar value, and probably the volume, 
of trade between the Union of Soviet Socialist 
Republics and the specified eastern European 
countries rose by about 50 per cent in 1949. 


From the point of view of eastern European 
countries other than the Union of Soviet Socialist 
Republics, there was a continuation during this 

*8 Exports of the Union of Soviet Socialist Republics 


to Yugoslavia declined from $34 million to $5 million 
and imports dropped from $45 million to $9 million. 


Table 63. Estimated Value of Trade of the Union of Soviet Socialist Republics* 
with Eastern Europe and Rest of World, 1938, 1948 and 1949 


(In millions of United States dollars in current prices, f.0.b.) 
_—— eee" 


Item 


Amount Per cent 


EUXDOTUS grate siete esky scl- sacar Oe 365 
Woveastern Europe?” ee ee 7 
Loirestiofiworldunni en. Fae, ed. 358 

imports’? tes Palin) see 328 
Bromveasterm europe te ee eee 14 


From rest of world 


Source: United Nations, Economic Bulletin 
for Europe, vol. 2, No. 2, table XXL. 


* Trade of Estonia, Latvia and Lithuania in- 


1948 1949 
Amount Per cent Amount Per cent 

100 877 100 1,018 100 
2 409 47 662 65 
98 468 53 356 35 
100 804 100 950 100 
4 389 48 553 58 
96 415 Sy 397 42 


cluded in data for the Union of : 7 
Republics in 1938. of Soviet Socialist 


» Bulgaria, Czechoslovakia, Hunga 
Romania, Yugoslavia. gary, Poland, 
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Table 64. Estimated Value of Trade of Six Eastern European Countries* with One 
Another, with the Union of Soviet Socialist Republics and Rest of World, 
1938, 1948 and 1949 


(In millions of United States dollars in current prices, f.0.b.) 
ere ee Os Se ee ee ee eee 


pokes 1938 1948 1949 

Amount Percent Amount Percent Amount Per cent 
one ie ey) RIT I hae es 1,080 100 1,930 100 2,166 100 
OQrouevanOtnera sre oe 147 14 466 24 425 20 
MORUSSRE We aoe SA kee em Nee) Fs 14 1 389 20 553 26 
aL OUTeStIOLaWwOLlden a ees ei een 919 85 1,075 56 1,188 54 
EG DOLLS BRIAR a ke bo sac 904 100 1,832 100 2,101 100 
Brom one another i0)... sons «. 147 16 466 26 425 20 
Bron, USSRBIS ES. ee os oe heat, 7 1 409 22) 662 32 
Bromimest, of awotld. 925... ..0o ae, 750 83 957 52 1,014 48 


Source: United Nations, Economic Bulletin 
for Europe, vol. 2, No. 2, table XXI. 
4 Bulgaria, Czechoslovakia, Hungary, Poland, 


period of the marked shift towards increased 
trade with the Soviet Union and, to a lesser 
extent, with one another. The apparent decline 
in 1949 of the trade of these countries with one 
another, as shown in table 64, reflects the reduc- 


-~ tion in trade with Yugoslavia. However, the trade 


of these countries with one another, aside from 


Yugoslavia, appears to have continued to increport 


through 1949. 


It is not clear whether the increased volume of 
trade of the smaller eastern European countries, 
as a group, with the Soviet Union and with one 
another since the war has sufficed to offset the 
decline in their trade with the rest of world, as 
compared with pre-war. By 1949, the quantum of 
their trade may have approached the pre-war 
level. The estimates for individual eastern Euro- 
pean countries suggest that Czechoslovakia and 
Poland have perhaps restored and even exceeded 
pre-war trade levels, while Bulgaria, Hungary, 
Romania and Yugoslavia have not apparently 
reached these levels. 


As can be seen from table 64, the smaller 
eastern European countries, taken together, do 
not rely as heavily on trade with other eastern 
European countries as does the Union of Soviet 
Socialist Republics. In 1949, 54 per cent of their 
exports were to countries outside eastern Europe 
and those of the Union of Soviet Socialist Repub- 
lics amounted to only 35 per cent. On the import 
side, both the Union of Soviet Socialist Republics 
and the other eastern European countries ob- 


Romania, Yugoslavia. 
b Figures for 1938 include Estonia, Latvia 
and Lithuania. 


tained 40 to 50 per cent of their imports in 1949 
from outside the area. As table 65 indicates, 
there were extensive differences among individual 
eastern European countries in this respect. The 
trade of Czechoslovakia and Poland with eastern 
European countries accounted for less than half 
of their total trade in 1949. On the other hand, 
fulcuria and Romania conducted four-fifths of 
uieir trade with other eastern European countries, 
as against a fifth before the war. 


The trade of Yugoslavia with the Union of 
Soviet Socialist Republics and other eastern 
European countries was severely contracted as a 
result of political difficulties in the middle of 
1948. This led to a reduction in the share of 
Yugoslav imports from eastern Europe, from 52 
per cent in 1948 to 20 per cent in 1949, and of 
exports to that area from 56 per cent in 1948 to 
15 per cent in 1949 (table 65). There was a drop 
of 22 per cent in the total imports of Yugoslavia 
between these two years and a decline of 36 per 
cent in total exports. These declines occurred in 
the face of increases in Yugoslavia’s imports 
from Austria, Germany and the United States 
and in its exports to Austria, Germany, the 
United Kingdom and the United States. These 
trends appear to have continued during the first 
half of 1950. 


Though Finland’s trade with other eastern 
Huropean countries accounted for only about a 
fifth of its trade in 1949, a marked further growth 
of its trade with the Soviet Union was fore- 
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Table 65. Estimated Percentage Distribution 
Socialist Republics, other Eastern European 


Part Il. Changes in International Trade and Payments 


i i £ Soviet 
£ Trade of Eastern Europe with the Union o 
Codneties and Rest of World, 1938, 1948 and 1949 


Destination or source 


1938 


oO sing! et 
es 
Cee USSR European of 
countries world 
Bulgaria: 
IEGOUK) Gocco oanueeoOoe - 11 Be 
Tim ports aasens ci ere _ 17 
Czechoslovakia: . es 
IEXPOTts ame me tains els 6 3 
imports meme reeset 2 16 83 
Hungary 
JES GeaaKE ol Soaks eee ee — 13 87 
mM PORtSiee cri: tea - 22 78 
Poland: i 
ESXPOLTSimeeen ese fe bees eter + 1 7 
MIM POLtSiaer ee west eee sae e 1 if 92 
Romania: rs 
JESGOOMUE) oo qamee.cs occoue - 18 
dimportsye: sewseere. ee eeee - 22 78 
Yugoslavia: , 
EXPOTtS agen Beye Cah aae es - 13 iL 
IMpPOLts soe ee ee - Ds) WS 


1948 1949 
Other 
Other 
eastern Rest eastern Rest 
E f 
lak Diba sere Co slin Cbenoacs inner 
30 23 48 34 18 
és 23 12 64 26 10 
16 22 62 24 19 oy 
17 pall 62 29 20 51 
ta 27 56 23 27 50 
17 39 44 23 29 48 
21 15 64 21 15: 64 
24 19 57 34 14 52 
34 36 30 5 30 17 
34 37 29 46 34 20 
17 39 44 5 10 85 
13 B9 48 3 i9/ 80 


Source: United Nations, Economic Bulletin for Europe, vol. 2, No. 2, table XXI. 


shadowed by the terms of two trade agreemet. 

concluded between these countries in June 1950. 
According to these agreements, the drop in 
Finnish exports to the Union of Soviet Socialist 
Republics during the first half of 1950 was to be 
reversed during the remainder of the year so as 
to restore Finnish trade with the Soviet Union for 
1950 and 1951 nearly to 1949 levels. Subse- 


quently, Finnish exports to the Union of Soviet - 


Socialist Republics were to increase gradually, to 
a third above 1950 levels by 1955. 


Eastern Germany’s trade with eastern Europe 
has also shown rapid growth, but there are few 
indications of its level. According to a trade agree- 
ment, details of which were announced in April 
1950, trade between eastern Germany and the 
Soviet Socialist Republic was to be raised in 
1950 to levels 35 per cent above those of 1949. 
Agreements with Bulgaria and Poland provided 
for 500 per cent and 60 per cent increases, 
respectively, in trade with these countries in 1950. 


The published texts of trade agreements reveal 
the diversity of the trade between eastern Euro- 
pean countries and, in particular, between the 
Soviet Union and the other countries of the 


of t..durInder the trade agreement between east- 
kK 


S€PUSermany and the Union of Soviet Socialist 
Republics, 85 per cent of the exports of the 
Union of Soviet Socialist Republics to Germany 
were to consist of foodstuffs and raw materials, 
while a similarly high proportion of eastern 
Germany’s exports were to consist of finished 
manufactures like industrial equipment, precision 
machinery, optical instruments, porcelain and 
glassware, chemical products and so on. Similarly, 
the Finnish-Soviet trade agreement provided for 
an increasing proportion of Finnish exports, con- 
sisting of metal products and ships, which would 
account for 70 per cent of Finnish exports by 
1955, and would almost entirely absorb the 
production of the Finnish metal industry and 
shipbuilding yards in that year. On the other 
hand, the agreement between Bulgaria and the 
Union of Soviet Socialist Republics apparently 
included provision for substantial Soviet deliveries 
of metals, ores and industrial and agricultural 
machinery in exchange for Bulgarian exports of 
tobacco, cement and certain metal concentrates. 


The composition of trade among the smaller 
eastern European countries appears to reflect the 
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established pattern of specialization among them; 
Czechoslovakia and eastern Germany are the 
main sources of manufactures traded against the 
primary products of other countries. 


Generally, it seems likely, both from indications 
afforded by the trade agreements for 1950 and 
subsequent years and from the continuing dead- 
lock in east-west trade, that the magnitude and 
relative importance of the intra-regional trade of 
eastern European countries will continue to grow 


in the period ahead. This trend has been re- 
inforced by triangular agreements among the 
countries of the region; these tend to reduce the 
need for a close bilateral balancing of trade. On 
the basis of present indications, trade between 
eastern Europe (including the USSR) and China 
may be expected to increase and, in view of the 
deterioration of the latter’s trade with western 
Kurope and the United States, to accentuate the 
compartmentalizing of the trade of the East and 
the West. 


Re-emergence of Export Surpluses of Countries Exporting Primary 
Commodities 


Changes in the trade of the United States and 
of western Europe, described earlier, were re- 
flected, on the obverse side, in the sharp decline 
of the trade deficit of the rest of the world, which 
is principally a supplier of primary commodities 
_ in international trade. After an exceptional rise in 
the first half of 1949, the import surplus of these 
countries as a group fell steeply in the last half 
of the year and became a substantial export 
surplus in the first half of 1950.?° 


This change in the trade balance was chiefly a 
consequence of the reduction of the trade deficit 
with the United States because of the drastic 
contraction in imports from that country; in 
addition, however, the value of exports to the 
United States rose, owing both to larger quantum 
and to higher prices of primary commodities. On 
the other hand, there was a moderate reduction 
between 1948 and the first half of 1950 in the 
export surplus with western Europe, owing to the 
fact that the value of imports from that area 
increased more than the value of exports. If the 
terms of trade had not moved materially in 
favour of the countries producing primary com- 
modities, the reduction in their export surplus 
with western Europe would have been very much 
larger. 


Following the deterioration of the trading posi- 
tion of the rest of the world, as a whole, with the 
United States in the first half of 1949—-when the 
value of exports fell and the value of imports 


29 See table 49. 


rose by similar amounts—there was a rapid 
improvement in trade balances with the United 
States consequent upon the tightening of restric- 
tions against imports from that country. Despite 
the fact that the position of the countries produc- 
ing primary commodities was greatly improved by 
an increase in the value of their exports to the 
United States in the first half of 1950, they 
further reduced their imports from the United 
States. 


The trade balances of Canada and of the rest 
of the dollar area exclusive of the United States 
with western Europe moved in the opposite direc- 
tion to that of most of the areas producing pri- 
mary commodities. In common with the United 
States, Canada and the Latin American dollar 
countries suffered sharp reductions in their export 
surpluses to western Europe in the first half of 
1950, owing to restrictions on dollar imports. 
However, the over-all balances of Canada and the 
rest of the dollar area were not affected signifi- 
cantly, because of the sharp cut in their import 
surpluses with the United States.*° 


Among the more important factors during this 
period that affected the trading position of coun- 
tries which are principally exporters of primary 
commodities were the recovery of European pro- 
duction and trade, the considerable fluctuation 
in the United States demand for raw materials 
and in the prices of primary commodities in inter- 

30 Owing to the increase in the value of their exports 


to the United States and, in the case of Latin America, 
also to the reduction of imports from the United States. 
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national trade, the drawing on gold and foreign 
exchange reserves (including sterling) accumu- 
lated during the war and the improvement in the 
terms of trade resulting from devaluation. The 
importance of these factors varied greatly among 
different regions and groups of countries. 


TRADE OF THE LATIN AMERICAN COUNTRIES** 


The recovery of western European production 
and trade had important repercussions on the 
trading position of Latin America. Western 
Europe’s abnormally high import requirements 
and limited export capacity in the post-war period 
resulted in sizable import surpluses in its trade 
with Latin America. Western Europe financed its 
deficit to varying degrees from its gold and dollar 
reserves, the sale of its foreign investments in the 
area, offshore purchases under the European 
Recovery Program and credits extended by the 
Latin American countries themselves. 


Since the improvement in western European 
production and exportable surpluses coincided 
with the drawing down of dollar reserves in some 
Latin American countries, western Europe found 
a ready market for its exports in Latin America 
in the latter half of 1949. At the same time, there 
was a sharp contraction in the volume as well as 
the value of European imports from Latin 


31 Exclusive of Non-Self-Governing Territories. 


Table 66. 
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America during 1949. As a consequence, the 
large export surplus of the latter area with Europe, 
amounting to more than $800 million in 1948, 
was reduced drastically. Latin America’s export 
surplus with western Europe was restored to a 
significant extent in the first six months of 1950, 
owing chiefly to the decline in the cost of its 
imports but also to the recovery in the value of its 
exports to that area. The latter changes were 
associated with the movement of the terms of 
trade in favour of Latin America. 


In contrast with these developments in Latin 
America’s trade with Europe, as shown in table 
66, there was a drastic reduction in its trade 
deficit with the United States, owing to the 
tightening of import restrictions about the middle 
of 1949. This tightening was prompted mainly by 
the fact that the rate of imports from the United 
States to a number of Latin American countries 
in the latter part of 1948 and the early months of 
1949 had caused a considerable lowering of their 
dollar and gold reserves. In addition, however, 
there may have been some fear of further declines 
in the proceeds of the sale of their exports to the 
United States on the part of a few countries 
which suffered a relatively limited fall in the value 
of their raw material exports to the United States 
in the second quarter of 1949. In fact, however, 
the value of United States imports from Latin 
America in 1949 was only slightly lower than in 


Latin American* Trade Balances, 1948 to 1950 (First half) 


(In millions of United States dollars in current prices) 
————— eee 


1948 


Item Semi-annual 


1949 


average First half Second half First palf 
Total trade: 
In ports a (Chit) ae eee 3,052 2,765 2,560 
Exports (£.0.b.) .......... 3,302 2.767 2;808 37018 
Balances aa ae 250 D 248 650 
Trade with United States: 
Imports? sob: ieee 1,604 1,490 12: 
Pio 1M : ; 248 
Exportse(£0.b,) seen ubkis > ones abe 1,244 1,205 1,188 ie t 
Balance st, aan cee —360 —285 —60 34 
Trade with western Europe: 
Imports” (f.0.b.) ..... 634 625 
ic Bop ah ai 6 
IEXpOrts (0.5) eee eee 1,063 766 Be oe 
Balances. eee 429 141 96 173 


Source: United Nations Department of Eco- 
nomic Affairs. Based on national statistics; 
partly estimated. 


; ® Exclusive of balances of Non-Self-Govern- 
ing Territories. 


> Based on exports to Latin America. 
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Table 67. Value of Exports of Latin American Countries," 1948 to 1950 (First half) 


(In millions of United States dollars, f.o.b.) 
de kt ae Be SS a i a Sl eR ne 


1948 1949 
Semi- 1950 
Item annual First Second First 
average half half half 
In current prices: 
otaltexports rar wear ces cate Me 3,302 2,767 2,808 3,015 
In 1948 prices: 
Totab exports (000 2s i Sores 3,302 2,819 3,150 2,945 
Total, excluding Argentina .... 2,490 2,301 2,490 2,160 
Dollarecountricsiee. sas. s es eee 1,553 1,492 1,550 1,491 
Non-dollar countries ........... 1,748 te327, 1,600 1,454 
PL CRIDER Me nate saps fics woke’. 5 812 518 660 58 
Brazier rare oe eae ce ke 586 458 596 xs 
Others. tote Se hoes. 350 SoM 344 


Source: United Nations Department of Eco- 
nomic Affairs. Based on national statistics; 
partly estimated. 


the previous year, dropping to a low in the third 
quarter and recovering in the final quarter to a 
level less than 10 per cent lower than the peak 
reached in the first quarter of 1948. Latin Ameri- 
can exports to the United States rose again in the 


_first half of 1950, when United States industrial 


activity expanded, but imports from the United 
States were no higher than in the preceding semi- 
annual periods and considerably below those of 
the corresponding period of 1949. 


Table 68. 


a Exclusive of exports of Non-Self-Governing 
Territories. 


The quantum of Latin America’s total trade, 
which fell considerably in 1949, increased in the 
first half of 1950 but was well below the 1948 
level, as tables 67 and 68 show.®? Argentina 
accounted for as much as two-thirds of the decline 
in the value of Latin American exports between 
1948 and 1949. The fall was largely in exports to 


32 For value of imports and exports of individual 
countries in current prices, see appendix tables VII 
and VIII. 


Value of Imports of Latin America’ from the United States, Canada, 


the United Kingdom and Rest of Western Europe, 1948 to 1950 (First half) 


(Based on exports of exporting countries; in millions of United States dollars, f.o.b., in 1948 prices) 


Source of imports 


Period Rest of 
United United western 
Canada States Kingdom Europe Total 
Latin America, total: 
1948 Semi-annual average 88 1,604 251 383 2,326 
(9290S Ritesh halt eee nce 73 1,536 241 358 2,208 
1949 Second half ....... 60 1,356 270 503 2,189 
1950 First half ......... SW 1,370 268 515 2,210 
Dollar countries: vs pe eae 
1948 Semi-annual average ............ 60 1,049 ; 
LOA9 Minstebal fees hier eiche fer dare) lene 55 1,076 58 88 1,277 
1949*Second) half Be oe cc. casero c= ose oye 45 991 49 101 1,186 
LOSOMRirst halemes seis wth ccuctens ficuy cle ers 41 1,046 74 144 1,305 
Other countries: ee 0 ot ee 
1948 Semi-annual average ............ 28 f 
1949 R inst: haliei ey acne ack) sateen yy 18 460 183 270 931 
TOA9E Second Malte vem ce rls sesso ne 15 365 221 402 1,003 
TO5Oe mins halter. oe eee Steer ue 16 324 194 371 905 


ee eee eee ———— 


Source: United Nations Department of Eco- 
nomic Affairs. Value of exports in current 
prices from each country to specified Latin 
American countries, adjusted for changes in 


over-all dollar export unit values of exporting 


countries. 
a Exclusive of imports of Non-Self-Govern- 


ing Territories. 
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Europe, chiefly to the United Kingdom and Italy, 
and was heavily concentrated in wheat, maize and 
wool. This sharp decline reflected the resistance 
of importing countries to the relatively high prices 
of Argentine exports, which in turn were a result 
both of poor harvests and of its export policy, 
implemented by means of dual pricing and mul- 
tiple exchange rates. At the end of 1949 and in 
the first half of 1950, there was a substantial 
increase in Argentine exports. Under new trade 
agreements, exports of all cereals rose 50 per cent 
in the first half of 1950 as compared with the 
same period of the year before. Wool exports 
were also higher, but exports of meat fell some- 
what.** In spite of the fact that exports to the 
United States recovered to 1948 levels, Argen- 
tina’s total exports in the first half of 1950 were 
considerably below the level of 1948, both in 
value and volume, since exports to western Europe 
failed to return to the level of the earlier period. 


Developments in the coffee trade largely explain 
the movement of the value of Brazilian exports 
during the period under review. The value of total 
exports in current prices rose sharply late in 1949, 
owing to the rise in coffee prices. The quantity of 
exported coffee fell 30 per cent, however, between 
the first half of 1949 and the first half of 1950, 
both because government stocks of coffee had 
been exhausted late in 1949 and because the 
output of the current crop was relatively low. 
None the less the value of Brazilian exports 
increased 30 per cent between these two periods, 
owing to a further rise in coffee prices; world 
coffee prices in the first half of 1950 were 60 per 
cent higher than the average for the same period 
a year earlier. 


In addition to the developments discussed 
above, Latin America’s exports of cotton, non- 
ferrous metals and nitrates, as well as sugar, were 
all reduced in volume between 1948 and 1949.34 
The sharp fall in Cuban exports of sugar to 
Europe was, next to the general decline in 
Argentine exports, the single most important fac- 


88 The principal markets for the additional exports of 
grains were Germany, Japan and Brazil. The increased 
exports of wool went mainly to France and the United 
States, exports to the latter country being three times the 
quantity exported in the same period of the preceding 
year. Exports of meat to the United Kingdom were 
maintained at earlier levels despite failure to reach an 
agreement on prices following devaluation. 


tor in the drop in Latin American exports during 
this period. The volume of exports of most of 
these commodities reached, or rose above, 1948 
levels in the first half of 1950. 


Of the remaining Latin American countries, 
Bolivia, Chile and Venezuela were especially 
affected by sharp fluctuations in prices and in the 
United States demand for raw materials.** In 
June 1949 the gold and foreign exchange reserves 
of Chile were about 15 per cent higher than at 
the end of 1948. This largely reflected an increase 
of more than 10 per cent in the volume of Chilean 
copper exports to the United States between 1948 
and the first half of 1949, while its imports rose 
only moderately. By the end of 1949, however, 
the reserves fell to a level about 20 per cent 
below that of December 1948, mainly as a result 
of a reduction from 1948 levels in the last half of 
1949 of 30 per cent in the volume of copper 
exports to the United States and of 25 per cent in 
prices. Since the imports of Chile continued to 
rise in the second half of 1949 as the gross 
national income of the country was maintained, 
the sizable export surplus of the first half of the 
year was turned into a large deficit. This deficit, 
in turn, was eliminated entirely during the first 
half of 1950 as a result of the cuts in imports 
which were made effective early in the year. 
Following the outbreak of the Korean conflict, 
the situation was changed once more. The rise in 
copper prices to a new post-war record level of 
24.5 cents per pound in September 1950 per- 
mitted the relaxation of the foreign exchange 
budget for Chilean imports. 


Although the price of tin rose in the first half 
of 1949, the value of Bolivian exports fell, mainly 
because of a decline in the volume of tin shipped 
to the United Kingdom. Since at the same time 
there was an increase in imports—particularly of 
cotton fibres and manufactures from the United 
States—the export surplus of Bolivia contracted 
in this period, and reserves were drawn down to 
some degree. Although tin prices fell continuously 


34 For the volume of the principal commodities ex- 
ported by Latin America to di i 
vacates ifferent areas, see appendix 

35 In 1949 copper and nitrates were responsible for 
about 70 per cent of the total value of Chilean exports 
—copper alone for 50 per cent—while petroleum ac- 
counted for about 95 per cent of the exports of Venezuela 
and tin for 68 per cent of those of Bolivia. 
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from September 1949 to February 1950, a further 
reduction of Bolivia’s export surplus was avoided 
because of a rise in the volume of its tin exports 
and a reduction in its imports. Despite severe 
cuts in imports in the final quarter of 1949, 
Bolivia’s balance of trade was little improved in 
the first half of 1950. The price of tin failed to 
share in the general rise in metal prices during 
this period, and the volume of tin exports fell, 
particularly in trade with the United States, as a 
result of difficulties in reaching an agreement on 
prices with the Reconstruction Finance Corpora- 
tion.*° 


Although the value of Venezuela’s exports 
was maintained from 1948 to the first half of 
1950, there has been a reduction in its imports 
since the middle of 1949 owing to the decline in 
the level of United States investment in the 
petroleum industry in that country. Venezuela’s 
petroleum exports to western Europe, most of 
which are trans-shipped from the Netherlands 

_Antilles in refined form, fell off in the first half of 
1949, but subsequently recovered. Although its 
export surplus was halved in the first six months 
of 1949, when exports fell off, and imports, 
especially machinery and metals, rose, the surplus 
has since increased sharply as exports have more 
than reached their 1948 value, while imports of 
machinery have continued to decline. This has 
not resulted in any increase in Venezuela’s foreign 
exchange reserves over the 1948 level owing to 
the drastic cut in investment from United States 
sources since the middle of 1949. 


Since mid-1950 there has been a remarkable 
increase in the value of Latin American exports 
owing to the higher United States demand for 
raw materials and the sharp rise in prices. These 
developments have led to a relaxation of restric- 
tions on dollar imports. In the third quarter of 
1950 the rise in Latin American exports of food- 
stuffs and raw material to the United States was a 
major factor in the continued reduction of the 
total United States export surplus and the emer- 
gence in August of a small import surplus for the 
first time since the end of the war. 


36 Under the terms of an agreement reached early in 
August, approximately half of the tin production in the 
first half of 1950 which remained unsold during the nego- 
tiations was to be purchased at the average July to 
September world market price. 
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OVERSEA STERLING AREA 


The oversea sterling area as a whole experi- 
enced a considerable deterioration in its trade 
balance during 1949 but emerged in the first half 
of 1950 with a large export surplus for the first 
time since the end of the war. While the deteriora- 
tion in the former period stemmed from the loss 
in dollar earnings in exports to the United States 
and the sharp rise in imports from western 
Europe—primarily the United Kingdom—the 
drastic improvement in the latter period was due 
to the rise in the value of exports, both to the 
United States and western Europe, mainly on 
account of price changes, as well as to the severe 
reduction in imports from the United States. 


The Union of South Africa and India accounted 
for most of the reductions in imports from the 
dollar area between 1948 and the first half of 
1950. The fall in the former country’s imports 
was responsible for virtually all of the decline for 
the group, including Australia, New Zealand and 
the Union of South Africa, shown in table 69. 
The corresponding reduction in the rest of the 
sterling area between 1948 and the first half of 
1950 was much smaller, but the drop from the 
high point reached in the first half of 1949 to the 
latter period was more than a third. 


The decline in the imports of the oversea 
sterling area from the United States, and also 
from Canada, was offset by larger imports from 
the United Kingdom. As may be seen from 
table 69, this rise occurred in the first half of 
1949, and there has since been relatively little 
change in the quantum of the United Kingdom’s 
exports to the oversea sterling countries. However, 
as pointed out later,*’ though the real volume of 
the United Kingdom’s exports to the sterling area 
as a whole in the first half of 1950 was a little 
higher than in the same period of the preceding 
year, the United Kingdom’s exports to sterling 
area countries, excluding India and the Union of 
South Africa,** had increased considerably. Im- 
ports from the United Kingdom by sterling area 
countries other than India and the Union of South 
Africa, of virtually all categories of manufactures, 
especially passenger cars and vehicles increased 


87 See chapter 10. 
38 Owing to the drastic reduction of total imports, 
regardless of source. 
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Table 69. Value of Imports of Oversea Sterling Area from Dollar Area, Western 
Europe and Rest of World, 1948 to 1950 (First half) 


(Based on exports of exporting countries; semi-annual rates in millions of United States dollars 
in 1948 prices, f.o.b.) 
NN eee 


Source of imports 


Dollar area Non-dollar area 
i Total Rest of Rest 
ao rere United dollar United western of 
Canada States area Kingdom Europe world 


i aS ee ll Sig a a Oe 


Australia, New Zealand and 
Union of South Africa: 


GEE ee RI me eRe 1,453 70 
O49 RRinst nal tare rereer a 1,439 63 
1949 Second half ........ 1,478 59 
195 0ebirst nalts eae 1,418 42 
Rest of sterling area: 
OAS RERPrr nie Race rector. oe me: 69 
1949 RRirst halle eee Pe 89 
1949 Second half ........ * ie, 
1OSOREinsH haltaee see Ae 47 


319 393 641 118 301 
265 334 725 104 276 
218 282 734 113 349 
155 198 786 124 310 
312 406 764 72 
383 501 899 235 
303 400 891 242 
297 367 860 216 


Source: United Nations Department of Economic Affairs. See table 68 for method of obtain- 


ing values in 1948 prices. 


between 1949 and the first half of 1950—with 
the notable exception of textiles. Although there 
was a considerable contraction of textile imports 
from the United Kingdom, the general decline in 
such imports and the larger share of Japan in this 
trade affected the exports of the United States 
and western Europe to a greater extent than those 
of the United Kingdom. 


The reduction of imports from the United States 
between 1948 and the first half of 1950 does not 
appear to have depressed the level of total im- 
ports of most oversea sterling countries. Australia, 
which did not reduce its imports from the United 
States between these periods, continued to expand 
its total imports throughout 1949 and the first 
half of 1950; the level of its imports in the latter 
period was nearly one-half again as high as that 
of 1948. However, as table 70 shows, both India 
and the Union of South Africa, which had had 
large import surpluses with the United States and 
the United Kingdom, cut their total imports 
drastically after the middle of 1949. 


The increase in the volume of exports of the 
oversea sterling area between 1948 and 1949 was 
accounted for largely by Australia and New Zea- 
land and, to a relatively minor extent, by India 
and the Union of South Africa. Virtually all 
sterling area countries, however, shared in the 
subsequent expansion which took place in the 


first half of 1950. A reduction in exports to the 
United States between 1948 and 1949 was more 
than counterbalanced by a larger volume of 
exports to other areas, principally the United King- 
dom. During the first half of 1950, exports of the 
oversea sterling area rose considerably, to both 
the United States and Canada as well as to 
western Europe. 


The exports of the oversea sterling area have 
been especially influenced by fluctuations in the 
demand for, and the prices of, rubber, tin and 
wool during the period under review. Table 71 
shows the quantities of exports of these com- 
modities to various areas between 1948 and the 
first half of 1950. Higher imports by the United 
States accounted for most of the increase in wool 
and tin exports between these two periods. When 
United States imports of wool declined in the first 
half of 1949, western European and other im- 
porters took advantage of the buyers’ market to 
increase their purchases. After the middle of 
1949, the United States re-entered the wool mar- 


ket on a larger scale, in order to replenish 
dwindling stocks. 


The movement in exports of Malayan tin was 
largely determined by United States stockpiling 
of this commodity, which accounted for the entire 
increase in the volume of such exports in 1949. 
The demand for tin from western Europe and 
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Table 70. Value of Exports and Imports of Major Oversea Sterling Area Countries, 
1948 to 1950 (First half) 


(In millions of United States dollars; exports, f.o.b., and imports, c.if.; in 1948 prices) 


——OO eee — eee 


Exports Imports 
eV | Roe TT en Dae 1948 1949 

Country Semi-  _ 1950 Semi- 8 1950 

. annual First Second First annual First Second First 

average half half half average half half half 

ZAUIStr alia gey) aes Ae rom ickiat 826 870 805 867 675 820 874 992 
Ceylone eR nie ket. wee 2 142 137 147 162 151 178 148 174 
UTNE Barr teas fe tious tid. vein ot 648 602 738 657 734 1,068 892 695 
EEN EY niet lel Pei see ein Wena 406 397 408 435a 421 432 419 480 

INew ‘Zealandi. won ot. arse ek. 250 400 207 a 222 Mf: a aie 
Union of South Africa ......... 272 PUN S15 358 781 714 576 485 
Source: United Nations Department of Economic prices on basis of dollar unit values or quantum indices. 

Affairs. Current values converted to values in 1948 a Estimated. 

other areas has not been strong, but the fear of Since June 1950 sterling area exports to the 
shortages resulting from larger United States pur- United States have expanded rapidly. The dollar 
chases and the possibility of reduced supplies value of exports of Malaya and Ceylon doubled 
from the Far East occasioned substantially larger in the third quarter of 1950 as compared with the 
purchases during the first half of 1950. The fall same period a year earlier. This corresponded to 
in the United States demand for rubber in 1949 an increase in dollar earnings at annual rates of 
was in part counterbalanced by very much larger nearly $200 million. Prices of key dollar earning 
purchases by Europe, as in the case of wool. commodities of the sterling area have rocketed, 
When the volume of United States imports rose owing to the intensified buying of raw materials 
in the first half of 1950 to the level of 1948, stimulated by the drastic upward revision of 
European imports contracted to earlier levels. United States purchases of strategic materials. 


Table 71. Volume of Exports of Rubber, Tin and Wool by Major Sterling Area 
Exporters, 1948 to 1950 (First half) 


(In thousands of metric tons) 


Destination 


Item United United Western Eastern Rest of 
Total Kingdom States Europe Europe world 


Rubber exports of Malaya and 


Ceylon: 

1948 Semi-annual average ...... 544.0 97.6 213.0 98.9 58.9 78.6 
LO 49M Birst ebalt gosys awe Sent saws 500.5 88.9 157.8 132.5 41.7 82.6 
TO4Z9RSeconde halt, savece yes i 504.8 98.6 1523} 116.5 40.0 97.4 
L9SOME ist alive. ve. Maer dee. 521.3 104.4 196.2 102.1 40.3 78.3 


Tin metal exports of Malaya: 


1948 Semi-annual average ...... 24.0 0.08 15.0 3.1 0.5 5.2 

TOAO SEirsta Alte was ee ooo 26.4 0.04 19.0 1.8 1.3 4.3 

1949)-Second half \.te.4 5 J) 20.0 29:2, 0.07 25.6 Dees 0.7 0.6 

1OSOpEMESt nalts cy os anes 38.9 2.80 PALS) 357 0.2 2M 
Wool exporis of Australia and 

New Zealand (greasy basis): 

OAR SIP rst alia eis cee ict s qinc eee 418.4 167.9 38.6 166.2 18.1 27.6 

1948)-Second half aa aws.. oes 334.1 123.2 25.6 145.1 16.7 235 

1949e hirstahalfaee he eee es OS 448.2 183.3 25.0 170.5 34.7 34.7 

1949) Secomdehalfiei ass) 4.05 4. 348.1 147.9 38.7 118.5 SED ilies) 

(SsOzbinst halkey. Ole fe: Ee" 408 9 186.6 54.3 162.4 28.0 Shee) 
See eee 

Source: Statistical bulletins of the Rubber Group; Commonwealth Economic Committee, 


Study Group and the International Tin Study Wool Intelligence (London). 
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CANADA 


There was a pronounced shift in Canada’s 
trade with the United States and western Europe 
from 1948 to the first half of 1950. Apart from a 
moderate increase in the proportion of imports 
from the United Kingdom, imports during that 
period did not change materially in direction. 
However, exports to the United States, which 
represented about 50 per cent of total exports 
during the first half of 1949, rose to 64 per cent 
of the total during the corresponding period of 
1950, while exports to the United Kingdom fell 
from about 24 per cent to 16 per cent of the total. 
Before the war, Canadian exports to the United 
States amounted to only a third of its total trade; 
most of the increase in its exports after the war 
went to the United States. With the contraction of 
exports to western Europe in the first half of 1950 
and the increase in exports to the United States, 
Canada’s trade was linked, to an even larger 
extent than in earlier post-war years, with the 
United States. 


As a result of a substantial decline in the value 
of exports and a somewhat smaller rise in imports, 
Canada’s merchandise surplus with the United 
Kingdom, which was approximately $400 million 
in 1949, virtually disappeared during the first half 
of 1950. Preliminary figures for Canada’s trade 
with the sterling area during the third quarter of 
1950 indicate that a small deficit has in fact 
emerged. At the same time, Canada’s trade deficit 
with the United States, which was about $400 
million in 1949, dropped by more than half 
during the first part of 1950. This reflected a large 
expansion in the value of Canada’s exports to the 
United States—partly as a result of price in- 
creases. This movement accelerated in the third 
quarter of the year and resulted in an approxi- 
mate balance between imports and exports.*® Dur- 
ing this period United States aid to Europe 
through offshore purchases in Canada continued 
on a considerable scale. Such purchases, largely 


89 Although these changes may reflect temporary fac- 
tors to some degree, it may be observed that the expan- 
sion of petroleum production, one of the main objects 
of the recent increase of foreign direct investments in 
Canada, is expected in the long run to reduce substan- 
tially the dependence of Canada on imports from the 
United States. 


for the account of the United Kingdom, amounted 
to $178 million in the first half of 1950 as against 
$417 million during the whole of 1949. 


OTHER AREAS 

Developments during the period under review 
in the trade of certain countries in the rest of the 
world merit special mention. Of the countries of 
the Far East whose trade continued to be in- 
fluenced by war devastation and political diffi- 
culties, China’s external trade was most affected. 
Although data are meagre, it seems clear that 
trade was considerably reduced during 1949, 
especially in the second half of the year. The 
important change in the trade of China proper 
with the world has, of course, been the deteriora- 
tion in trade with the United States, but trade 
with other countries has suffered as well. On the 
other hand, there was a large increase in the 
first half of 1950 in the important entrepdt trade 
of Hong Kong, especially in Chinese imports. 
The value of Hong Kong exports to China (in 
the currency of the former) increased from two 
to three times between the first half of 1949 and 
the same period of 1950; the increase was con- 
siderably greater for exports to areas of China 
where rehabilitation had progressed most. 


A pact of alliance and mutual aid in February 
1950 between the Central People’s Government 
of the People’s Republic of China and the Union 
of Soviet Socialist Republics provided for a 
substantial exchange of goods in connexion with 
a loan extended by the latter.*° Under this agree- 
ment, the Soviet Union was to deliver industrial 
installations and equipment, including electric 
power plants, machines, mining installations, trans- 
portation equipment and other products and 
materials needed for rehabilitation and develop- 
ment; and in turn to receive raw materials and 
tea in addition to gold and United States dollars 
for repayment of the loan. 


The abnormal post-war dependence of Japan’s 
economy on imports from the United States! was 
substantially reduced after the middle of 1949 by 


40 Kor terms of loan, see chapter 8. 

41 See earlier section in this chapter on imports from 
the United States for a discussion of the reduction of 
Japanese imports from the United States and the sources 
from which they were replaced. Although Japan is pri- 
marily an exporter of manufactures, a brief discussion 
of its trade is included in this section as a matter of 
convenience. 
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some restoration of pre-war markets for its exports 
and by the replacement of United States imports. 
Although these developments to some extent 
paralleled events in Germany, the recovery of 
Japan’s export trade was extremely limited, and 
exports in the first half of 1950 were only a 
fraction of their pre-war volume. The value of 
Japanese exports more than doubled between 
1948 and the first half of 1950. Despite the con- 
sequent improvement in its trade balance, Japan 
was unable to finance through its exports more 
than two-thirds of its imports, even in the first 
half of 1950. The expansion of Japanese textile 
exports, which accounted for most of the increase 
in exports between 1948 and 1950, was an impor- 
tant factor in the highly competitive condition of 
the international market in textiles. Though of 
lesser importance, the tenfold increase in Japan’s 
exports of metals and manufactures, machinery 
and vehicles during this period is noteworthy; to 
an important extent, this increase was in copper 
and copper products shipped to the United States 
in the first half of 1950. 


Indonesia’s trade also continued to expand 
during 1949 and 1950 as its production of 
petroleum, vegetable oils, rubber and tin recovered 
rapidly in spite of internal disturbances. The 
marked improvement in its trade balance during 
1950 was due in large part, as in the case of 
Malaya, to the unusually heavy demand for, and 
upward movement in, the prices of its principal 
exports as well as to a sharp reduction in imports 
from the United States. 


The Philippines experienced serious difficulties 
during 1949 in maintaining imports at the same 
level as in earlier post-war years. This resulted 
primarily from the decline in special post-war aid 
and compensation for war damage by the United 
States, by means of which its surplus had been 
largely financed. In addition, its exports were 


adversely affected by the fall in United States 
demand and the restrictions of soft currency 
countries against its imports. The Philippines 
sharply curtailed imports from the United States 
late in 1949 as a result of the serious depletion of 
foreign exchange reserves. Owing to these meas- 
ures and to the recovery of exports to the United 
States, the Philippine import surplus was sharply 
reduced in the first half of 1950. 


The marked trend, generally characteristic of 
the Far East, towards the reduction of post-war 
trade deficits, and in many cases, the reappearance 
of export surpluses, was not apparent in the 
Middle East in 1949. Available data suggest, 
however, that the import surpluses of a number 
of countries in the area declined in the first half 
of 1950. The trade deficit of the region as a whole 
with the United States fell by two-thirds between 
the first half of 1949 and the corresponding period 
of 1950, owing mainly to the reduction in imports 
from the United States, but also to the increase 
in exports to that country. Owing to the exclusion 
of petroleum data from trade reports, it is diffi- 
cult to determine the net trading position of the 
region, which, exclusive of the petroleum trade, 
has continued to show large import surpluses 
since the end of the war. Exports of petroleum— 
especially to western Europe—have continued to 
rise at a rapid rate as production has expanded. 


The rising trend in the post-war years in the 
imports of the dependent territories of Africa 
seems to have continued during 1949, but at a 
considerably slower pace. The import surpluses 
of the territories in this area, as in most other 
countries exporting primary goods, increased in 
the first half of 1949; however, they were reduced 
the following year, owing chiefly to the rise in the 
value of their exports which accompanied the 
heavier demand for primary commodities and the 
upward movement of prices. 


Chapter 8 
RECENT TRENDS IN INTERNATIONAL SETTLEMENTS 


The movements in international trade discussed 
in the preceding chapter account for the principal 
changes in the balances of current external trans- 
actions that occurred during 1949 and the first 
half of 1950. The regional pattern of such balances 
is given in table 72, in which countries are 
grouped according to major trading areas.* The 
counterpart of the balances shown consists of 
international gold transactions, changes in foreign 
currency holdings and other assets and the outflow 
of private investments and governmental credits 
and grants, of which by far the most important 
during the period were the grants extended by the 
United States Government. That surpluses and 
deficits cannot arise unless they are financed is 
obvious; what is noteworthy about such balances 
in recent years is the fact that to a large extent 
they have been sustained not by private capital 
movements based on commercial considerations 
but by deliberate action on the part of govern- 
ments. 


The imbalance in international transactions 
which prevailed until recently is reflected in the 
size of the deficit with the United States that the 
rest of the world has incurred and in the fact 
that every trading area included in table 72 
shared in this deficit. The balances of certain 
regions shown in the first column of the table do 
not, in fact, reflect fully the extent of the inter- 
national imbalance during 1948 and 1949. Since 
every area was in deficit on current transactions 
with the United States during these years, it is 
evident that countries such as Canada, the Latin 
American countries and the United Kingdom, 
which had surpluses in their transactions with 
other areas than the United States, were unable 
thereby to earn dollars with which to finance their 
deficits with that country. Furthermore, irrespec- 


1 For the definition of current transactions used in 
table 72, see the notes to that table. 
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tive of their balances with the United States, 
these regions had few opportunities of offsetting 
deficits with some areas by surpluses with others. 
Similar difficulties existed within several of the 
regions shown in table 72, particularly among 
countries in western Europe. 


During the early post-war years the regional 
balances were financed to a large extent through 
drawings on gold and foreign exchange reserves, 
liquidation of private foreign investments and 
governmental loans or grants. By the beginning 
of 1948, the reserves had dwindled to such an 
extent and the possibility of further liquidation of 
foreign investments was so limited that, in the 
absence of a significant outflow of private capital 
from the United States, the maintenance of the 
pattern of current transactions came increasingly 
to rely on governmental grants by that country. 
Such financing was important not only in meeting 
the deficit of the recipient countries with the 
United States but also indirectly in sustaining the 
network of international transactions among other 
countries and areas. Thus a considerable part of 
the imports of Canada and, to some extent, of 
Latin America from the United States was 
financed by exports to Europe paid for in dollars 
provided under the European Recovery Program. 
A similar function was performed, in effect, by 
making part of the dollars granted to Europe under 
that programme conditional on the extension of 
financial assistance from participating European 
creditor countries to other participating countries 
with which the former had a current surplus. The 
effect of the drain on the resources of certain 
European countries resulting from the financing of 
export surpluses with their oversea territories and 
other regions through grants, credits or the repay- 
ment of outstanding liabilities—particularly the 


sterling balances—was also eased through such 
special assistance. 
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Table 72. Balances on Current Transactions among Major Trading Areas, 1948 to 1950 (First half) 


(In millions of current United States dollars) 


ee ee ete iar Wi ee SS ee 


Balance with 


P Latin United Rest of Continental Rest 
Balance of World United American King- sterling EEC of 
total States Canada countries dom area countries world 


eet ee Ce ee ee gee ee ay gee eel 
United States: 


OA SET SAPs. RAS. SURO 6,100 400 1,100 300 500 3,000 800 

LOAD eater: eet hee Wig eS aL Fs 5,700 500 600 300 400 2,500 1,400 

OS ODM re natant yar Mons ono ack 2,450 400 200 50 —200 1,500 500 
Canada: 

eee ae Oe ene Lene 400 —400 —100 500 100 300 - 

D4 re ors awit Sirs, say thc, oie 250 —500 —50 400 100 200 100 

TOS ODM ee ee a. oc ees —250 —400 —100 100 - 100 50 
Latin American countries:2 

LOASMecaRe ON es Loe eee: 100 —1,100 100 300 - 300 500 

1A LEAS OAR 520 —150 —600 50 = - - 400 

POS OD a eciee Ras Yes. oslo ees 300 —200 100 - - - 400 
United Kingdom: 

LOA Saree ee. akoabeyln Joe —300 —300 —500 —300 600 500 —300 

ORS. Oa ee ae ee - —300 —400 - 1,000 —50 —250 

ESOP rete Bene eR Se 400 —S50 —100 - 500 300 —250 
Rest of sterling area: 

LOA Meena chee coe e —1,100 —500 —100 - —600 300 —200 

Aa SAS SRE esos. aiciahers Sedo «hs —1,500 —400 —100 - —1,000 200 —200 

LDS OD Meren ent crc ae eal cas. Si 5 - 200 _ - —500 400 —100 
Continental OEEC countries: 

USES OR Se craton eee Oe —4,500 —3,000 —300 —300 —500 —300 —100 

DAG peter 2 ene iilege a) << feed —2,450 —2,500 —200 = 50 —200 400 

NOS QDI teer es Aout ine wets: —2,000 —1,500 —100 - —300 —400 300 
Rest of world: 

LOAS Mire: cere ete oh —z700 —800 - —500 300 200 100 

TION od om ae he oes 3 Se ae —1,850 —1,400 —100 —400 250 200 —400 

POS OD ta Sean ark Foie «2 —900 —500 —S50 —400 250 100 —300 


Source: United Nations Department of Economic 
Affairs. 

Figures are estimates based on official balance of 
payments and trade statistics. Owing to the lack of pre- 
cise regional subdivisions in such data, and for other 
reasons, the estimates furnish only general indications 
of the order of magnitude of the balances. A descrip- 
tion of the nature of such estimates and the main sources 
of the data is given in United Nations, Economic Survey 
of Europe in 1949 (Geneva, 1950), pages 269-270. 

Current transactions are defined in this table to cover 
trade in goods and services (including investment in- 
come) and private donations, and the balance on such 
transactions is occasionally referred to in the present chap- 
ter as the balance on goods and services. This definition 
differs from that employed by the International Mone- 
tary Fund in three ways. First, government grants are 
not counted as a current item. Secondly, non-monetary 
gold transactions are excluded. The International Mone- 
tary Fund includes domestic production and consump- 
tion of gold (as well as changes in gold hoards) in the 
current account, while changes in official gold holdings 
are grouped with capital items. The difference in treat- 
ment in table 72 was considered desirable in view of 
the fact that, for instance, gold exported from the cur- 
rent production of a gold-producing country (ie., a 
non-monetary transaction) may be added to the official 


gold reserves of the importing country, in whose ac- 
counts it would appear as a capital item according to 
the Fund’s definition. Thirdly, in most cases the data 
for investment income include the reinvested earnings 
only of branch enterprises overseas, whereas the Fund’s 
definition includes also the reinvested earnings of sub- 
sidiaries Overseas. 

The balances of the regions in the first column with 
the other regions indicated are shown as deficits (—) 
or surpluses. Balances have generally been rounded to 
the nearest $100 million, except when such rounding 
would give a misleading impression. Balances below $25 
million are shown as nil or negligible (—). 

“Rest of sterling area” includes (i) the dependent 
oversea territories of the United Kingdom; (ii) other 
countries of the British Commonwealth, excluding 
Canada: and (iii) Burma, Iceland, Iraq, Ireland. 

“Continental OEEC countries” include the follow- 
ing members of the Organisation for European Economic 
Co-operation: Austria, Belgium, Denmark, France, 
Greece, Italy, Netherlands, Norway, Portugal, Sweden, 
Switzerland, Turkey and western Germany. The de- 
pendent oversea territories of these countries are in- 
cluded in “Rest of world”. 


a Exclusive of Non-Self-Governing Territories. 
b First half-year at annual rate. 
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Since a large part of the deficits with the United 
States resulted from the financing of the rehabilita- 
tion and reconstruction of war-devastated coun- 
tries, it was to be expected that in due course the 
recovery of the production and trade of such 
countries would be accompanied by a narrowing 
of the “dollar gap”. As the gold and dollar reserves 
accumulated during the war by many under- 
developed countries, particularly in Latin America, 
were drawn down to meet demands unsatisfied 
during the war, the imports of such countries from 
the United States were also bound to decline, in 
the absence of an expanded inflow of long-term 
capital from the United States or an increase in 
their exports to that country. As is shown in 
table 73, a substantial drop in the world’s deficit 
on current transactions with the United States had 
already occurred in 1948. Following a temporary 
widening of the gap in the first half of 1949, the 
downward movement was resumed at an increas- 
ing rate, and the deficit dropped to $1,223 million 
in the first half of 1950, as compared with a half- 


Table 73. 


yearly average of $5,421 million in 1947, the post- 
war peak. However, some of the regions shown in 
table 72 shared in this contraction more than 
others. At the same time significant changes oc- 
curred in the balances of countries other than the 
United States, with one another. For example, 
in 1950 the surplus of Canada with other regions, 
notably the United Kingdom, was greatly reduced, 
while its deficit with the United States declined. 
Except for the emergence of a large surplus with 
continental western Europe, a similar contraction 
occurred in the United Kingdom’s balances on cur- 
rent transactions with various regions. To some 
extent these changes reduced the need for, or in- 
creased the possibility of, offsetting surpluses and 
deficits among the several regions, even though in 
the first half of 1950 only the rest of the sterling 
area had established a surplus in current trans- 
actions with the United States. The position of 
continental western Europe, however, continued 
to offer special difficulties because, while its deficit 
with the United States declined materially, its 


International Transactions of all Areas with the United States, 1946 to 1950 (First half) 


(In millions of United States dollars) 


1949 
Half-yearly average 1950 
Item First Second First 
1946 1947 1948 half half half 
Balance on goods, services and private donations.. —3,550 —S5,421 —3,041 3,532 ——2 1194 Ie 
Goods, services and private donations ......... —3,253 —4,973 —2,496 —3,052 —1,680 Lag Tb) 
Investment income? ...................0..... ==097 a 449 mess ZAR S14 S254) 
Means of financing (net): 
Liquidation of gold and dollar assets .......... 966 PAPE 390 364 —362 —1,103 
halons disbursements by: 
nternational Monetary Fund .............. - 23) 
International Bank for Reconstruction and oe at ca pa 
IDevelopmentia ciate eae een eee - 150 88 16 22 28 
pared States Government sources: 
MilAteralmtLan st Crs meen a ean ee nee 1,144 973 2,08 
Long-term and short-term loans ............ 1,344 1,947 as age eae See 
United States private sources: 
Long-term and short-term capitalb ......... 184 378 434 305 311 165 
ETLOES sand FOMISSIONS@ sleeia nae —89 —490 —506 —539 —437 114 


a 


Source: United States Department of Commerce, 
Survey of Current Business, June and September 1950 
(Washington, D.C.). In the original source the signs of 
the balances are reversed, showing the transactions from 
the point of view of the United States, 


_ *Including branch profits, interest and dividends. Re- 
invested branch profits are included also as contra entries 
in the capital account. Earnings of foreign-incorporated 
subsidiaries not distributed as dividends are not in- 
cluded. According to the International Monetary Fund, 


eee 


the net debit of all areas with the United States on 
account of undistributed profits of foreign-incorporated 
subsidiaries during 1946 to 1949 was as follows, in 
millions of dollars: 1946, $160; 1947, $160; 1948 
$419 (see International Monetary Fund, Balance of 
sae Yearbook, 1948 and preliminary 1949, page 


> Excluding net purchases of obligations issued or 


guaranteed by the International Bank f - 
tion and Development. Reon 
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deficit with the United Kingdom and, particu- 
larly, with the rest of the sterling area grew sub- 
stantially and was far from offset by surpluses 
in its transactions with the rest of the world.? 


2 The countries included in continental western Europe, 
referred to in table 72 as “continental OEEC countries”, 


The following sections review in some detail 
the changes in the regional balances of the areas 
shown in table 72 and in the corresponding in- 
ternational financial transactions. 


and those included in the rest of the sterling area are 
specified in the notes to table 72. 


The Position of Major Trading Areas and Countries 


UNITED STATES 


During the period under review, namely, the 
year 1949 and the first half of 1950, a profound 
change occurred, not only in current transactions 
but also in the role of financial transactions in 
the balance of payments of the United States. To 
facilitate study of the effect of this change on 
other countries, tables 73 and 74 have been ar- 
ranged to show the balance of payments of the 
rest of the world with the United States, that is, 
deficits with the United States are negative entries 
in the tables, and surpluses with the United States 
are positive. 


During the first half of 1949 other countries 
not only depended on an unprecedented volume 
of extraordinary financial assistance from the 
United States but also had to draw further on 
their already depleted gold and dollar assets. 
From the middle of 1949 the deficit with the 
United States on account of goods and services 
_began to contract rapidly. In the first part of this 
period the change was caused chiefly by a de- 
cline in imports from the United States, initiated 
by the tightening of import restrictions by many 
countries during the third quarter of 1949 and 
affected also by the widespread devaluations of 
September of that year.* The preceding chapters 
have already indicated the extent to which the 
transition to a lower level of imports from the 
United States was also facilitated by increased 
supplies from other sources. More recently the 
gap has been narrowed, chiefly by rising exports 
to the United States from primary-producing 
countries, reflecting some expansion in quantum 
but mainly higher prices of raw materials and 
foodstuffs. During the period under review some 
gain was also recorded in respect of the deficit 
of countries with the United States on account 


3 The relative importance of devaluation in this con- 
nexion is discussed in chapter 10. 


of services, largely as the result of the improved 
position of western European countries on ac- 
count of shipping and increased receipts from 
the tourist trade (see table 74). 

Important changes appear to have occurred 
also in short-term capital movements to and 
from the United States during 1949 and early 
19590. The information on such movements is 
incomplete, but there is reason to believe that 
the residual item in the last line of table 73, de- 
scribed as “errors and omissions”, represents 
largely an unrecorded flow of private capital to 
the United States.* The flow of such funds to the 
United States, particularly from western Europe, 
which was substantial in 1947 and 1948, appar- 
ently reached a post-war peak of $496 million in 
the third quarter of 1949 just prior to the devalu- 
ation of currencies of September 1949. Following 
the devaluation, the movement appears to have 
been reversed in the last quarter of 1949, and in 
the first half of 1950 a comparatively small net 
payment to the United States of $114 million is 
entered against this residual item. 

In 1949 about 95 per cent of the deficit with 
the United States on account of goods and ser- 
vices was met through loans and grants by the 
United States Government amounting to $5,947 
million. These funds represented more than a 
third of the total exports of goods and services 
from the United States and were larger than in 
1948 both absolutely and in relation to the defi- 
cit. While the deficit with the United States 
dropped from $3,532 million in the first half of 
1949 to $1,223 million in the corresponding 
period of 1950, governmental financing by the 
United States declined much less, from $3,337 
million in the first half of 1949 to $2,259 million 
in the first half of 1950. 


4For a discussion of this point see United Nations, 


Economic Survey of Europe in 1949 (Geneva, 1950), 
pages 124 to 126. 
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Table 74. Financing of International Transactions with the United States, by Regions, 1948 to 


1950 (First half) 
(In millions of United States dollars) 


SS ee _—__ 


Balances of 
Ser 3 
World United Rest of Conti- Canada Latin gtk 
Transaction and period total King- sterling nental Aerie pot 
dom area OEEC countrie. 
countries 


Ne a ae ee bey, . Sy Oe eS en Sh EE SS a 


Balance on goods, services and private 


donations: 
= —219 —575 —385 
1948 Half-yearly average......... — 3,042 —129 —227 1,508 
(AMAT hale Aes to 3,532 16012241 ian 5 18 Ca ee 
P ceane —2,194 _ = as = Tag: = 
1949 Second half .......... ; 117 178 972 123 Bh 538 
TOSOMEI cst al tee eee eine ake —1,223 —17 93 —766 —187 — — 
Imports from United States: 
1948 Half-yearly average......... 6,714 331 682 2,011 969 Heer, ere 
NCVAGY Tabs RRP Oe Cee lato oe 6,903 405 674 2,027 1,039 1,47 : 
TOASESecondehall ame ere 5,434 320 503 1,448 891 1,234 1,038 
LOSOmmirstehalt, ep coke ae. oe 5,030 236 423 1,388 926 16233 824 
Exports to United States: 
1948 Half-yearly average......... 3,917 202 S23 401 806 1,322 663 
L949 erirst half ears oe eee acre 3,721 179 492 388 qa 1,286 605 
19492 Seconds halige weet. arty mee ae 3,423 141 395 314 796 iad g) 560 
1950ebirst half ce cs et ee 3,954 137 564 374 881 1352 646 
Balance on services and private dona- 
tions: 
1948 Half-yearly average ......... —245 - —68 103 —56 —316 91 
LOA OR Er steal tare pos eee eee —350 66 —59 121 —148 —205 —125 
1S 40gSecondshal twee «erate e ee —183 62 —70 162 —28 —234 —75 
195 OMairste bia lire Rear eee —147 82 —48 248 —142 —199 —88 
United States Government donations and 
loans (net): 
1948 Half-yearly average......... 2,534 484 - 1,567 2 —18 499 
O49 RHirstahalf Popes ee: Aer Bro, 567 45 2,076 6 34 609 
TS49S second shalt ee en 2,610 481 32 1,517 5 36 538 
US SOR EIUSt ih alten ee ne 2,259 418 SH/ 1,365 6 14 419 
United States private capital (net): 
1948 Half-yearly average ......... 438 13 32 48 99 165 81 
HO4OS rirsty halle peer ate a eee cs 325 10 29 —65 51 196 104 
S29 TSecond hal tee eee i ieee 311 47 53 —36 30 169 49 
TOSOREirstyhall were vast. ee 166 23 45 si) 61 - 44 
Foreign gold and dollar assets 
(increase (—)):¢ 
1948 Half-yearly average......... 575 244 282 91 —233 38 153 
OAD ME ist alien wash aera 409 269 105 —33 49 —82 101 
Wao-second Malt yo os sao. me cw Gan —290 60 49 —151 —82 —265 99 
LHO5OR Mirstihalt eye ae ene —1,088 —471 6 —357 == 109 26 eT ea 
Dollar transfers between foreign areas, 
and errors and omissions, net (pay- 
ments to other areas (—)):4 
1948 Half-yearly average......... —506 —612 —89 — 
(049 Paw half A 5539 P87 art 310 ee py 
1949 Second half 11...) 2437 471 44 358 170 Sf ipo tae 
UD EXO ies INE ee Ae ee —114 47 —181 —235 229 40 —14 
Source: United States Department of Commerce, ¢TItem diff f i i 
Survey of Current Business, June and September 1950. reserves in that enone oa oh sie vie 
The signs have been reversed as compared with the dollar assets and excludes chanwes a8 “official older 
ues oe Ls ert ia ne ron the point serves resulting from purchases of domestically produced 
gions wi e United States. gold and from transactions with countries other than 


For definition of the regions shown see table 72. the United States. 
4 Exclusive of Non-Self-Governing Territories. 


. . 5 d “World t t ” : 
> Including transactions of international institutions. ore a are column represents balance of 


errors and omissions in whole account. 
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The trends described above were reflected 
in the movement of gold and dollar assets of 
countries other than the United States. From the 
beginning of 1946 to mid-1948 these countries 
relinquished gold reserves and dollar assets to the 
extent of $7,248 million to finance other trans- 
actions with the United States. After a brief ces- 
sation of this drain late in 1948 and early 1949, 
the expansion of the deficit in the second quarter 
of the year necessitated the liquidation of another 
$372 million of gold and dollar assets. Follow- 
ing the contraction of the deficit after mid-1949 
a reversal set in, and during the nine months end- 
ing 30 June 1950 foreign transactions with the 
United States led to the accumulation by other 
countries of gold and dollar assets of $1,551 
million, of which $648 million accrued in the 
second quarter of 1950. In this quarter the in- 
crease in the assets corresponded to about 55 per 
cent of United States governmental grants and 
loans. During the same quarter the increase in 
the gold and dollar assets of the United Kingdom 
(which is the guardian of such assets of the whole 
sterling area other than the Union of South Af- 
rica) actually exceeded the financial assistance 
received from the United States Government; the 
increase in these assets was, however, due in sub- 
stantial degree to the transactions of the rest of 
the sterling area. 


In addition, countries other than the United 
States added an estimated $500 million to their 
monetary reserves through the production of gold 
during the nine months’ period referred to.’ By 
30 June 1950 the gold and short-term dollar 
holdings of such countries had reached a level of 
about $16,500 million as compared with $19,700 
million at the end of the war (30 June 1945).° 
While substantial progress had thus been made 
towards reconstituting the reserve position of 
most countries at the end of the war, the position 
of individual countries varied considerably, as 


5 This figure excludes the Union of Soviet Socialist 
Republics, for which data are not available. It is esti- 
mated that world production of gold in 1949 (excluding 
the output of the USSR) was $835 million (at $35 per 
ounce). This compares with annual production in the 
late nineteen thirties of somewhat more than $1,000 
million. , 

6 These figures exclude the holdings of the Union of 
Soviet Socialist Republics and of the International Mon- 
etary Fund, International Bank for Reconstruction and 
Development and other international institutions. The 
change in foreign gold and short-term holdings in 


shown in table 75. The reserves of Canada and 
of a number of Latin American countries have 
in fact risen substantially above the pre-war level. 
On the other hand, the reserves of the United 
Kingdom, France and of most other western 
European countries, with the notable exception of 
Switzerland, have not reached the pre-war level. 
Furthermore, the rise in prices that occurred both 
during and after the war means that the purchas- 
ing power of such reserves is considerably reduced. 


As was observed above, the outflow of funds 
from the United States has represented chiefly 
governmental grants and credits. In the period 
under review such funds took the form largely of 
grants under the European Recovery Program 
(see appendix table XII). Through this and other 
governmental programmes the outflow of funds to 
Europe reached a post-war maximum of $4,724 
million in 1949. In the second half of that year a 
decline set in; the outflow in the first half of 1950 
was $1,833 million compared with $2,686 million 
in the first half of 1949. The outflow of govern- 
mental funds to other areas, mainly the Far East, 
which was somewhat over $1,000 million in 1949, 
likewise declined in the first half of 1950. 


The appropriation for foreign aid by the United 
States Government covering the year ending 
30 June 1951 represents a reduction of between 
$1,000 million and $1,500 million in the projected 
rate of expenditure for that period, compared with 
the disbursements in the preceding year. Recent 
developments, however, render such a projection 
somewhat hazardous. In December 1950 it was 
announced that, in view of the disappearance of 
the dollar deficit of the sterling area, assistance to 
the United Kingdom under the European Recov- 
ery Program would be suspended after 1 Janu- 
ary 1951. An expanded programme of stockpiling 
of strategic raw materials by the United States 
Government calls for purchases during the year 


tables 73 and 74 reflected in these figures is not directly 
comparable with balance of payments data showing 
changes in foreign gold and dollar assets arising in 
transactions with the United States. The difference arises 
from the sale to the United States, or the addition to 
reserves, of newly produced gold in the rest of the world. 
The balance of payments data also include long-term 
foreign assets in the United States which are excluded 
from official monetary reserves. Furthermore, certain 
countries, e.g., the United Kingdom, exclude from the 
statistics of their official monetary reserves dollar bal- 
ances held outside governmental institutions. 
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Table 75. Gold Reserves and Short-Term Holdings of United States Dollars in 
Certain Countries* 


(In millions of United States dollars) 


pei OR els ee oe ee Se 


Period> 
b December September June 
paras 3 erpapet mereae es 1948 1949 1950 


Germany emery Peas cee tears ettnsceiate Sete 
(Greecent neta rains ) ERG eee oat: 
Cay Mae arate ka ietee y= cae See ore dgepcroreter. 
Nethenlandsetccc eee tins ieee tes 


MUG Vagmreee. cht th tects aicr cietara tore: cose, alfetre’ © 
(OR REVGRY. 25 Gc tele ie Rs 2 Oo Nee, ERAT oe 
UnionzofaSouthmAtricawes Amer ihe cae eee 


Patin Ameticanicountries!, 2)4,.....25--¢ 
TAT QeNtiN aye ees eae k rie Ae wide asus ous & 


Colombia 
Costa Rica 
CUD dae ents odes i aise ee #12 feed erate Win aan 
Dominican Republic 
Ecuador 


slal¢)/s.\(@)(h.6;\n) (o" (evi'@) (a) 1@) @ kee eile a el Slpilolal 6 6 


“lumps! of sie (el.e) si -siia) a) 16; © 1s. 'e 6. 66 & 1a)” 0.6 ¢ 
ots si lea sliehus) Jercau stay Ast Gigwie) ‘sia’ in’ 6)», (@ cellieités 6 Je, fe Sauie: ie, 
& (ais! myles ele) \81-s. (0) 8 8. ee ,0)-0. & esi eleiee ee 


CHONG eo SM oeo eC OORT 0.6 POs. (> Oetmcr Ciera, Gan 


Nicaragua . 


Panamat 
Paraguay 
P 


Uniguay earl ee ane 


Source: International Monetary Fund, Jnter- 
national Financial Statistics, November 1950 
(Washington, D.C.). 

4Unless otherwise stated, short-term hold- 
ings of dollars include both official and private 
assets in the form of bank deposits, short-term 
commercial paper and short-term Treasury obli- 
gations. Only gold reserves held by governments 
and central banks are included. 

bEnd of indicated period. 

¢ Official holdings only, including Canadian 
dollars. 


4 Gold, plus official and private holdings of 


3,8854 2,476 1,856 1,425 2,422 
7,011 Svea) 4,839 


890 918 753 842 7168 
ia thon wt ro a 
272 1,860 741 
> 18 179 148 228 
568 99 27 30 45 
183 94 446 542 543 
894 552 290 328 453 
138 296 130 112 117 
450 692 130 132 184 
925 1,646 1,886 1,994 2,159b 
1048 293 180 174 162 
493 1,876 1,176 oo 1,340 
245 920 199 127 192 
1,069 ish met 2,8653 3,0513 
531 1,274 359 389 454 
7g 36 40 39 38 
76 549 441 462 441 
57 149 99 101 102 
33 206 105 100 122 
13 11 10 
38 319 508 479 536 
16 40 39k 47 
78 35 31 30% 
9g 5 22 28k 48 
162 48 46 48k 53 
- 73 38¢ 
4 Mai 
86 408 189 184¢ 152¢ 
10 7 gk on 
34 89 72 69 69 
4 3 2 
at 72, 73 79 78 
942 208 203 230k 255 
501g 252 445 472 486 


United States dollars at end of 1938, including 
gold holdings of exchange equalization account. 

e Including gold holdings of stabilization fund 
in 1939 and 1945. 

t Short-term dollar assets only. 

& 1940. 

h Excluding dollar holdings of Bank for Inter- 
national Settlements. 

1 Excluding Non-Self-Governing Territories. 

J Total for all Latin American countries as 
published by Board of Governors of Federal 
Reserve System, Washington, D.C. 

k End of 1949, 
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Table 76. 


Movement of United States Private Long-Term Capital, 1946 to 1949 


in millions of United States dollars) 
ae ee ee ee ee ee ee 


Type of capital movement 


Direct investments:2 


Ouitlow Maia Eee eee, 
Unf OW alse inss apes Pye. Bak Rese P etc gsc om 


INCHOULIO Vater rin. coe eel, | 
Net outflow through Bank>......... 
Other long-term capital: 


Total net outflow 


1946 1947 1948 1949 
801 941 1,334 1,417 
618 DAW 689 583 
183 724 645 834 
= 243 7 20 
355) 244 285 165 
459 401 176 219) 
—157 109 —54 

9) 810 761 800 


Source: United States Department of Com- 
merce, Survey of Current Business, June 1950. 


a For definition see table 73, footnote a. 
> Net purchases of obligations issued or guar- 


ending 30 June 1951, on the other hand, at three 
times the rate in the first half of 1950. 


_-~ Loans represented a minor portion of the finan- 
cial assistance extended by the United States Gov- 
ernment in 1949 and were even smaller in the 
first half of 1950.7 The outflow from the United 
States of private long-term capital of $800 mil- 
lion (net) in 1949, while representing an amount 
in dollars greater than that attained in the peak 
years of the 1920’s, was smaller in real terms and 
of much less importance considered either in rela- 
tion to the financing of exports of goods and ser- 
vices or in relation to the gross national product. 
As in previous post-war years, the gross outflow 
consisted almost entirely of direct investments; in 
fact, there was a small net inflow of portfolio in- 
vestments in 1949, the net outflow of direct invest- 
ments being $834 million (see table 76).* In the 


7 The operations of the Export-Import Bank of Wash- 
ington during 1949 (see appendix table XIII) resulted 
in net lending of only $41 million, compared with $728 
million in 1947, though this figure was the result of 
somewhat larger disbursements to Latin America and 
other under-developed regions which were offset by re- 
payments of previous loans to Europe. During 1950 the 
Export-Import Bank’s net disbursements increased slightly, 
and new loans authorized in the first eight months of 
the year were $505 million, compared with $241 million 
for 1949 as a whole. A large advance of $125 million 
was made early in 1950 to Argentina to assist in the 
liquidation of outstanding dollar obligations to United 
States commercial creditors; it is thus not available to 
finance further exports from the United States. In August 
1950 the Export-Import Bank extended a credit of 
$150 million to Mexico. On 30 September 1950 the un- 
disbursed amount of authorized loans by the Export- 


anteed by the International Bank for Recon- 
struction and Development. Actual dollar dis- 
bursements on account of loans by the Bank 
were $150 million in 1947, $88 million in 1948 
and $38 million in 1949. 


second half of 1949 the net outflow of direct 
investments was lower than in the first half. Part 
of the drop may have been related to delays in 
investment decisions as the result of the currency 
devaluations of September, but the decline con- 
tinued during the first six months of 1950 when 
the long-term capital outflow was 75 per cent of 
the amount in the corresponding period of 1949. 


In 1949, as in previous years, Latin America 
absorbed the bulk of capital outflow for private 
direct investments (see table 77), a significant 
portion of which was financed by reinvested earn- 
ings of existing enterprises.? Canada was next in 
importance, a fact reflecting the development of 
the petroleum and mining resources of that 
country. Although the United States Government 
adopted a policy of offering guarantee of the 
transfer of the earnings of approved new foreign 


Import Bank was $750 million, and its uncommitted 
lending capacity $526 million. 

8In 1949 and the first half of 1950 a net inflow to 
the United States of $54 million and $16 million, re- 
spectively, was recorded on account of United States 
long-term capital. These figures exclude a small outflow 
of long-term capital through the International Bank for 
Reconstruction and Development. 

9The data shown in table 77 include the reinvested 
profits of foreign branches of United States enterprises 
but do not include undistributed profits of foreign- 
incorporated subsidiaries of such enterprises. According 
to estimates of the United States Department of Com- 
merce, the value of United States private direct invest- 
ments abroad increased by $4,094 million during the 
period 1946 to 1949, of which $1,766 million represented 
the undistributed portion of the United States equity in 
the net earnings of foreign-incorporated subsidiaries. 
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investments in countries participating in the Euro- 
pean Recovery Program, the outflow of long-term 
investments to Europe remained at a very low 
level during 1949. The petroleum industry con- 
tinued to absorb approximately 70 per cent of all 
United States direct investments in the world as a 
whole. Investments in industries other than petro- 
leum have reached substantial proportions in the 
post-war years only in Latin America; even in this 
region, however, such investments underwent a 
decline from $185 million in 1947 to $83 million 
in 1949. 


Estimates of the regional distribution of long- 
term private capital exports in the first half of 
1950 indicate some departure from the pattern of 
1949 and the previous post-war years. While the 
data for direct investments are not available sep- 
arately, these may be inferred from the estimates 
of the regional distribution of long-term capital 
movements as a whole. It appears that the net out- 
flow to Latin America dropped substantially. A 
considerable portion of this change is probably 
due to the reduction in the rate of petroleum de- 
velopment, particularly in Venezuela. The out- 
flow of long-term capital to western Europe, par- 
ticularly the United Kingdom, France and Italy, 
rose substantially over previous levels, but the 


amounts involved remained small. There was also 
an increased outflow to Canada in the first part 
of 1950, reflecting mainly the further expansion 
of direct investments in mineral development. The 
purchase of Canadian securities in anticipation of 
the appreciation of the Canadian dollar may also 
have contributed to the expanded outflow in the 
first half of the year, but the bulk of this move- 
ment occurred in the third quarter. 


It has already been observed that United States 
financial assistance to western Europe has been of 
importance in sustaining the imports not only of 
European countries but also of many other coun- 
tries that incurred a deficit on goods and services 
with the United States. In the first half of 1949 
such special assistance, together with the liquida- 
tion of European countries’ gold and dollar bal- 
ances (representing about a tenth of the assist- 
ance), exceeded western Europe’s direct deficit on 
goods and services with the United States by over 
$1,000 million. Part of this sum was no doubt off- 
set by unrecorded capital transfers to the United 
States. The bulk of the amount, however, financed 
imports from countries other than the United States 
which require payment in dollars. In 1949 about 
half the amount of such transactions was in the 
form of offshore purchases, chiefly in Canada 


Table 77. Net Outflow* of United States Private Capital for Direct Investment, 1946 to 1949 
(In millions of United States dollars) 


CC 


OEEC Other OEEC Rest 
o. 


Year and industry» World i 
cooled ua total Canada Hpeeehay woe en Spee world 
Se A ee et ee Me ae Be 
Total: 
(9460 182.4 37.9 58.5 18.0 0.8 6.1 
1947 AGE ay 723.5 13.0 441.7 47.4 11 53.0 rena 
1948 a 645.1 37.8 321.0 48.2 5.2 68.5 164.4 
19497) oa 834.4 103.2 480.4 33.8 13:3 38.3 165.4 
Petroleum industry: 
1946 See 170.0 12.0 103.0 7.0 i 4.0 , 
1947 ie NR A 487.0 37.0 257.0 20.0 1.0 50.0 on 
1948 Ora 486.0 44.0 205.0 38.0 2.0 61.0 136.0 
EN a ere 677.0 54.0 397.0 10.0 13.0 34.0 169.0 
Other industries: 
1946. 9 12.4 25.9 —44,5 11.0 0 
: ‘ : 8 
947 eS ae 236.5 —24.0 184.7 27.4 0.1 xi Ae 
1948 ee, 159.1 Ba) 116.0 10.2 3.2 7.5 28.4 
hice etalon ke 157.4 49.2 83.4 23.8 0.3 4.3 3G 


Source: United States Department of Commerce. amounts involved in such transactions were as follows 
in millions of dollars: 1946, $14; 1947, $110; 1948, $40: 


® For definition of net outflow of capital see table 73, 1949, $126. 


footnote a. The data include the financing of sales of 


ships to foreign flag operators (mainly registered i 
: in 
Panama) which are controlled in the United States The 


> Division between petroleum and other i tri 
: ) ind 
estimated, subject to revision. » Wer 


¢ Exclusive of Non-Self-Governing Territories. 
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and the dollar area of Latin America, financed by 
the United States on behalf of countries participat- 
ing in the European Recovery Program." 


It is true that in some areas outside Europe, 
notably Japan, Korea and the Philippines, direct 
aid from the United States was the major element 
in settling their accounts. During the period up 
to the end of 1948 the same purpose was served 
by the liquidation of gold and dollar reserves 
which were in many instances accumulated dur- 
ing the war, particularly in Latin America. How- 
ever, in the year preceding the sharp contraction 
of the United States export surplus which began 
in the middle of 1949, the bulk of the deficit in- 
curred with the United States by non-European 
countries was settled by dollars indirectly supplied 
through the European Recovery Program. In ad- 
dition, further inroads were made on the already 
depleted dollar reserves of the United Kingdom 
to meet the combined deficit of the United King- 
dom and the oversea sterling area. It was in 

_Tesponse to this development that the United 


— Kingdom in July 1949 undertook to reduce its 


imports payable in dollars by 25 per cent below 
the level of 1948, an action in which it was joined 
by other members of the sterling area. 


All the major trading regions indicated in 
table 74 shared in the contraction of more than 
60 per cent in the world’s deficit on account of 
goods and services with the United States that 
occurred between the first half of 1949 and of 
1950. The drop was from $3,797 million to 
$1,443 million. The outer sterling area strikingly 
transformed a deficit with the United States of 
$252 million into a surplus of $79 million. The 
deficits of the United Kingdom and Latin America 
declined substantially more than the average; 
the latter’s deficit fell from $398 million to $85 
million. The continental OEEC countries ac- 


10 During 1949 such purchases amounted to a half- 
yearly average of about $550 million. The figure for the 
first half of 1950 was $437 million; the decline is due partly 
to the policy of the United States not to authorize the 
purchase offshore of certain agricultural commodities, 
the domestic supply of which was declared to exceed 
domestic needs. : / 

11In 1948, the Union of South Africa, while remain- 
ing a member of the sterling area, ceased to participate 
in the sterling area dollar pool and sold a substantial 
portion of its current gold production directly to the 
United States to finance its deficit with that country. 
This is reflected to a large extent in the liquidation of 
the outer sterling area’s gold and dollar assets (amount- 
ing to $387 million in the year ending 30 June 1949), 


counted for about one-third of the total reduc- 
tion in the deficit, but the rate of decline in their 
deficit was least of the several regions considered. 
These changes prior to the middle of 1950 thus 
tended to wipe out the deficit of many countries 
with the United States; during the latter part of 
1950 almost the only surpluses of the United 
States on merchandise account were with con- 
tinental Europe, Japan and the Philippines. 


The effect of the tendencies thus far described 
on the gold and dollar position of particular coun- 
tries depended largely on (a) the extent to which 
they continued to receive special financial assist- 
ance from the United States, (b) the change in 
the balance of their dollar transactions with areas 
other than the United States, which, in turn, 
depended largely on the regional pattern of their 
balance of payments, and (c) the variations in 
the flow of private short-term capital to the 
United States, particularly the movements in 
anticipation of and following the devaluations 
of September 1949. Only in the case of Latin 
America did the movement of private (largely 
United States owned) short-term and long-term 
capital play an important part. The movement of 
United States capital did assume importance, 
however, in the Canadian balance of payments 
with the United States during the third quarter of 
1950 (see the section on Canada which follows). 


The greatest gain in gold and dollar reserves 
during the period under consideration was made 
by the United Kingdom, whose official reserves 
rose by $997 million in the nine months following 
devaluation, after falling by $431 million in the 
first three quarters of 1949. The increase repre- 
sents the whole sterling area’s gain in such re- 
serves through transactions with the United States 
and other countries and through the production 
of gold.*? 


shown in table 74. The position of the Union of South 


Africa in relation to the sterling area’s international 
transactions is further discussed below. 

12 The figures mentioned do not reflect the transac- 
tions of the Union of South Africa, except in so far as 
they resulted in gold sales by that country to the United 
Kingdom. Following the devaluation, only a small amount 
of the newly mined gold of the Union of South Africa 
was sold to the United States. Part of the production has 
been added to the South African gold reserve, while 
another part has been sold to the United Kingdom 
(against sterling) or elsewhere. The change from the 
position in 1948 and the early part of 1949 is reflected 
in the virtual disappearance of gold sales to the United 
States by the outer sterling area, as shown in table 74. 
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The financial transactions of the sterling area 
as a whole, including its gold and dollar account, 
are discussed below (see section on the United 
Kingdom and the sterling area). Here it may be 
pointed out that the reduction of the deficit of the 
United Kingdom with the United States con- 
tributed relatively little to the increase in the United 
Kingdom’s gold and dollar reserve. The data i» 
table 74 indicate that other factors were more 
important, particularly the cessation or possible 
reversal of the flow of private capital from the 
United Kingdom to the United States that had 
occurred in anticipation of the currency devalua- 
tions of 1949, the transfer of dollars to the United 
Kingdom from the outer sterling area that re- 
sulted from the emergence of a surplus in that 
area’s transactions with the United States and, 
finally, the reduction in the amount of dollars 
required for settling accounts with third areas. 


In summary, the relation of the sterling area as 
a whole to the United States in the first half of 
1950 may be described as one in which, with a 
small current surplus on goods and services, 
reduced requirements of dollars for settlement 
with third areas, and no loss of dollars through 
large-scale private capital movements to the 
United States, the sterling area as a whole ac- 
cumulated gold and dollar assets (held by the 
United Kingdom) slightly in excess of govern- 
mental assistance from the United States to the 
United Kingdom. This assistance was about 20 
per cent less than in the first half of 1949. 


In contrast with the United Kingdom, the con- 
tinental OEEC countries had been able to accu- 
mulate gold and dollar assets in substantial 
amounts in the latter part of 19488 and to a 
limited extent even in the first half of 1949— 
reflecting the receipt of aid from the United States 
in excess of their deficit on commercial transac- 
tions with that country. The factors accounting 
for this shift are considered in a subsequent 
section. 


The Latin American countries, after the loss 
of gold and dollar assets during 1945 to 1948, 
began to gain such assets, particularly during the 


18 This is obscured in table 74 by the use of a half- 
yearly average for 1948. The gold and dollar assets of 
continental OEEC countries declined by $504 million in 
the first half of the year but increased by $322 million 
in the second half. 


second half of 1949. This movement halted 
abruptly, however, in the first half of 1950, despite 
the fact that the region’s deficit with the United 
States on goods and services declined steadily, 
from $559 million in the second half of 1948 to 
$85 million in the first half of 1950. Two elements 
largely account for this situation. First, the net 
outflow of United States private capital to Latin 
America disappeared; the net outflow of United 
States long-term capital declined as a result of 
smaller direct investments and some repatriation 
of portfolio investments by Latin American 
countries, and at the same time commercial debts 
which had accumulated in 1949, particularly on 
the part of Brazil, were repaid on a large scale. 
Secondly, the net dollar earnings in transactions 
with countries other than the United States de- 
clined sharply, from $242 million in the first half 
of 1949 to $40 million in the corresponding 
period of 1950. This no doubt reflected the in- 
creased tendency towards balance in the current 
transactions of these countries with Europe, to 
which a moderate decline in offshore  pur- 
chases under the European Recovery Program 
contributed. 


As regards the countries grouped under “rest 
of world” in table 74, the decline in their deficit 
on goods and services from the first half of 1949 
to the corresponding period of 1950 exceeded 
the reduction in United States governmental as- 
sistance. This resulted in some accumulation of 
gold and dollar assets. This group includes a 
number of countries with divergent tendencies— 
including Japan, the international transactions of 


which are discussed in a later section of this 
chapter. 


Included in the capital transactions under the 
heading of “rest of world” in table 74 are the 
operations of the International Monetary Fund 
and the International Bank for Reconstruction 
and Development. The dollar disbursements of 
these institutions during 1949 and 1950 followed 
divergent tendencies. Sales of currencies by the 
Fund during 1949 were only $102 million com- 
pared with $214 million in 1948 and $468 mil- 
lion in 1947 (see appendix table X). In the first 
nine months of 1950 the Fund’s operations actu- 
ally resulted in net Fund purchases of gold and 
dollars amounting to $29 million. The lending 
operations of the International Bank for Recon- 


Chapter 8. Recent Trends in International Settlements 115 


struction and Development, on the other hand, 
which had been negligible in 1948, expanded dur- 
ing the following eighteen months (see appendix 
table XI). The amount of dollar loans authorized 
in 1949 was $189 million, compared with $28 
million in 1948. In the first nine months of 1950 
further loans of $229 million were authorized, 
bringing the total dollar loans since the com- 
mencement of the Bank’s operations to $937 
million. The undisbursed balance of the Bank’s 
dollar loans on 30 September 1950 was $328 
million. 


CANADA"* 


Canada’s foreign transactions are conducted 
chiefly with the United States and Europe, and 
the traditional pattern of the Canadian balance 
of payments has involved the use of a large sur- 
plus, resulting from transactions with the United 
Kingdom and continental Europe, to finance a 
deficit with the United States. The difficulty that 
Europe has experienced in recent years in earning 
_ the dollars required for imports from Canada has 
occasionally interfered with Canadian exports to 
that continent, but on the whole the triangular 
pattern of Canada’s trade has been maintained, 
at least until quite recently. The principal factor 
sustaining this pattern has been the use of a por- 
tion of United States governmental aid to Europe 
for offshore purchases in Canada. Thus, in 1948 
about $475 million and in 1949, $400 million of 
such aid was used to finance European imports 
from Canada. Without this arrangement, not only 
would the Canadian export surplus to Europe 
have been much smaller, but Canada would not 
easily have been able to finance the deficit on 
account of goods and services with the United 
States, which amounted to about $400 million in 
1948 and $500 million in 1949. Canada thus 
represents a striking case in which United States 
aid to Europe had indirect effects of great im- 
portance through the maintenance of trade 
channels that would otherwise have been blocked. 


Other movements of funds likewise helped to 
maintain Canada’s triangular trade. In the two 
years 1948 and 1949, exports to the United 


14 Unless otherwise stated, all values in this section 
are expressed in United States dollars. 

15 Official loans and grants extended to the United 
Kingdom and other countries during the period 1946 to 


Kingdom were financed in part through drawings 
by that country on a loan extended by the Cana- 
dian Government.'® At the same time the deficit 
on account of goods and services with the United 
States was offset in part by loans raised in that 
country by the Canadian Government and by 
direct United States investments in Canada (see 
table 77). 


On balance, not only was Canadian trade sus- 
tained by the above financing operations, but the 
country’s reserves of gold and United States 
dollars, after a heavy decline in the course of 
1947, increased by $496 million in 1948, largely 
as the result of its improved balance of payments 
in the second half of the year. This movement 
slackened in the first nine months of 1949, follow- 
ing a rise in Canadian imports from the United 
States, but gathered momentum after the devalua- 
tion of the Canadian dollar by 9 per cent in Sep- 
tember 1949. In the following twelve months the 
rise in reserves amounted to $805 million, of 
which $535 million was added during the third 
quarter of 1950. 


During the nine months following devaluation 
both current transactions and the inflow of long- 
term capital contributed to the improvement in 
the Canadian payments position in relation to the 
United States; the import balance declined with 
the increase in the United States demand for 
Canadian goods, and there was an inflow of capi- 
tal mainly for the development of Canadian 
mineral resources. In the third quarter of 1950 the 
improved position led to a large inflow of United 
States private capital in anticipation of the appre- 
ciation of the Canadian dollar, thus accelerating 
the accumulation of gold and United States dol- 
lars; during this period purchases of Canadian 
securities by United States interests are estimated 
to have reached $212 million, of which more than 
half occurred in September 1950. 


In order to overcome possible detrimental effects 
on the Canadian economy of the influx of specu- 
lative capital, the Government freed the exchange 
rate on 30 September 1950, allowing the Cana- 
dian dollar to rise above the parity established a 


1949, inclusive, totalled $1,731 million, which exceeded 
Canada’s surplus on goods and services of $1,234 million 
during the same period. After 1947, however, the outflow 
of such funds declined sharply. 
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year earlier.1° It was stated on behalf of the 
Government that the adoption of a new fixed 
parity “would not necessarily be justified by 
fundamental conditions and might be found to 
require reversal or further adjustment within the 
not too distant future”’.1? The freeing of the 
exchange rate was accompanied by the announce- 
ment that import restrictions, many of which had 
been lifted during 1950, would be further re- 
laxed at the beginning of 1951. The general struc- 
ture of exchange control, however, remained in 
force. 


The financial developments mentioned were 
largely the outcome of a striking shift towards 
bilateralism in Canadian trade which emerged 
during 1950 and which has been described in the 
preceding chapter. Largely as the result of a 
decline in exports, Canada’s surplus on current 
transactions with the United Kingdom virtually 
disappeared in the first half of 1950 (see table 
72). At the same time, during the first half of 
1950, Canada’s deficit on current transactions 
with the United States dropped to two-thirds of 
the 1949 level, and in the third quarter an ap- 
proximate balance between imports and exports 
was achieved. Offshore purchases, largely for the 
account of the United Kingdom, continued during 
1950, though at a lower rate than previously, and 
contributed to the accumulation of gold and 
dollars. 


LATIN AMERICAN COUNTRIES?® 


In Latin America’s pre-war _ relationships, 
blurred to a certain extent during the 1930’s by 
the tendency towards bilateral trading, triangular 
transactions played a considerable part. Normally, 
the region’s tropical countries, as well as Chile, 
employed an export surplus with both the United 
States and continental Europe largely for the 


16 The Articles of Agreement of the International 
Monetary Fund stipulate that member countries shall 
not allow their exchange rates to fluctuate more than 
one per cent more or less than the par value established 
in agreement with the Fund. After having been con- 
sulted by Canada, the Fund announced that it recog- 
nized the exigencies of the situation which led Canada 
to free its exchange rate and that it took note of the 
intention of Canada to re-establish an effective par value 
as soon as circumstances should warrant. At the end of 
October 1950 the domestic selling rate of the Canadian 
dollar was 1.05 Canadian dollars per United States dol- 
lar as compared with the previous parity of 1.10. 


settlement of the yield of foreign investments. 
Argentina and Uruguay, on the other hand, 
financed an import balance with the United States 
through an export surplus with Europe. 


In the early post-war years, when the supply of 
European goods was severely limited, the United 
States replaced Europe as the major supplier of 
manufactured goods in Latin America.’ Europe 
incurred a large import balance with Latin 
America, financed in part by the use of European 
gold and dollar holdings, the acquisition by Latin 
American countries of sterling and other soft 
European currencies, the liquidation of invest- 
ments in Latin America, particularly those of the 
United Kingdom in Argentina and Brazil, and the 
extension of credits, mainly on short term, by 
several countries in the region. Of importance 
also, particularly in 1949, was the financing of 
Latin American exports to Europe by the United 
States through offshore purchases under the Euro- 
pean Recovery Program. The dollars thus earned 
in transactions with western Europe and the liqui- 
dation of gold and dollar balances accumulated 
during the war helped to finance large imports by 
Latin America from the United States, both of 
consumers’ goods which had been unobtainable 
during the war and of capital goods required to 
maintain relatively high levels of investment. 


Significant changes have occurred since 1948 
in the regional pattern of Latin America’s current 
transactions, as shown in table 72. In 1948 a 
deficit with the United States of over $1,000 
million was accompanied by a surplus with other 
regions of about $1,200 million. By the first half 
of 1950 the deficit with the United States had 


‘7 The Canadian Minister of Finance, in announcing 
the decision to free the exchange rate on 30 September 
1950, referred to the capital inflow as follows: 


__ An influx of funds on this tremendous scale would, 
if it continued, be likely to exercise an inflationary 
influence in Canada at a time when government policy 
in all fields is directed to combating inflationary de- 
velopments. Moreover, the accumulation of foreign 
exchange under such conditions would mean that 
Canada was in effect incurring a substantial increase in 
its gross foreign debt and annual service charges with- 
out any corresponding increase in its productive re- 
sources or ability to export.” 


18 Exclusive of Non-Self-Governing Territories. 


19 There was some evidence of this tendency even in 


the inter-war years. See chapter 9 for a discussion of this 
question. 
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shrunk to $200 million (at an annual rate), while 
the surplus with other regions had dropped to 
$500 million.?° 


The reduction in the deficit with the United 
States was due largely to a drop in imports from 
a half-yearly average of $1,581 million in 1948 
to $1,233 million in the first half of 1950. Despite 
the dwindling of the region’s gold and dollar 
reserves as early as 1947, the demand for imports 
in most countries remained strong, largely as the 
result of pressure generated directly or indirectly 
by the high level of investment. To keep the de- 
mand within the limit of available resources 
without a further loss of reserves, imports were 
curtailed by the direct controls on trade and pay- 
ments introduced in many countries in 1947 and 
subsequently tightened. During 1949 there was 
also a tightening of restrictions on the transfer of 
income from United States investments in the 
region, particularly from Argentina, Brazil and 
Chile. As a result of these measures the previous 
decline in gold and short-term dollar assets was 
reversed in 1949 and some progress was also 
made towards reducing a considerable accumula- 
tion of short-term commercial debt incurred dur- 
ing 1948, largely by Argentina and Brazil. It has 
been pointed out above that despite the decline 
between 1945 and 1948, the gold and dollar 
holdings of most Latin American countries—with 
the marked exception of Argentina—remained 
well above their pre-war level, in contrast with 
those of western Europe.” Table 75 also indicates 
the divergence of Cuba and Venezuela from the 
general trend, during the period from 1945 to 
1948, towards the reduction of the gold and dollar 
holdings of Latin American countries. This was a 
consequence of their favourable export position, 
sustained partly through offshore purchases, 
which enabled them to earn dollars through trans- 
actions not only with the United States but also 
with soft currency countries in Europe. The posi- 


20 On trade account alone Latin America had a sur- 
plus with the United States of $76 million (at an annual 
rate) in the first half of 1950. Most of the surplus of 
Latin America with the “rest of world” shown in table 72 
consisted of exports of crude petroleum from Venezuela 
to the Netherlands Antilles for refining and export to 
Europe and other regions. 


21 In addition to the reserves of official institutions the 
figures for many countries appearing in table 75 include 
the holdings of private interests, which are sizable in the 
case of some Latin American countries. ’ 


tion of Venezuela was particularly favourable as 
the result of its expanded production of petro- 
leum, much of which was sold to Europe. 


Apart from a slight fall in the early part of 
1949, the value of the region’s exports to the 
United States was maintained at about the same 
level between 1948 and the first half of 1950 (see 
table 74). However, this fact obscures important 
differences in the export positions of individual 
countries within the region. Owing to the sharp 
rise in the price of coffee towards the end of 1949, 
there was a substantial increase in the value of the 
exports of the coffee-exporting countries, despite 
a substantial decline in the quantity exported. The 
main beneficiaries of this increase were Brazil, 
Colombia, Costa Rica and Nicaragua. However, 
Colombia gained relatively little, owing to the 
failure of its crop in the first half of 1950, and 
the favourable effect on the exchange receipts of 
several countries was deferred owing to sales on 
the basis of advance contracts. 


On the other hand, several countries in the 
southern part of the region, notably Argentina 
and Chile, experienced a sharp decline in their 
export proceeds during 1948, the former mainly 
as the result of a decline in the quantum of ex- 
ports, the latter as the result of a severe drop in 
the price of copper. As a result, their balance of 
payments position, already precarious, was se- 
verely strained. Argentina was in a particularly 
vulnerable position because of its dependence on 
imports from the United States and its limited 
dollar receipts from western European countries, 
to which offshore purchases under the European 
Recovery Program did not make a significant 
contribution.?? As is shown in table 75, Argen- 
tina’s gold and short-term dollar assets declined 
from $1,274 million at the end of 1945 to $359 
million at the end of 1948.7 After May 1948 few 
dollar remittances were approved, and commer- 
cial debts estimated at over $200 million accu- 
mulated in the United States. Small progress was 


22 The bulk of such purchasing occurred in Chile, 
Cuba, Mexico and Venezuela. 


23 These data include private as well as official hold- 
ings. Argentina’s official gold and foreign exchange 
holdings, including sterling balances, declined from $1,696 
million at the end of 1946 to $809 million at the end 
of 1948. Part of this decline was due to the use of 
sterling balances for the purchase of British railways in 
Argentina in 1948. 
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made in liquidating these debts until the middle 
of 1950 when the Export-Import Bank of Wash- 
ington granted a credit of $125 million to finance 
their repayment. Argentina also effected a partial 
devaluation of the peso against the United States 
dollar (but not against sterling) in October 1949 
and a general devaluation in August 1950. 


The drop in the price of copper during 1949, 
from about 24 cents to about 16 cents per pound, 
in conjunction with the continuation of strong 
inflationary pressures, created severe payments 
difficulties for Chile. Restrictions on imports from 
the United States were tightened, and early in 
1950 a substantial depreciation of the exchange 
rate applicable to commercial transactions was 
effected. Similar steps were taken by Bolivia and 
Peru. In November 1949 Peru abolished its offi- 
cial rate of exchange and permitted all exports 
and authorized imports to be transacted at a rate 
left free to fluctuate according to supply and 
demand. The exchange system of Bolivia was 
modified several times, and in April 1950 the 
par value of the currency was changed from 42 
bolivianos to 60 per United States dollar. 


With the general rise in the price of primary 
products that gained momentum in 1950 the 
dollar position of most Latin American countries, 
including the non-tropical areas, was consider- 
ably eased. Nevertheless, while a few countries 
relaxed their restrictions on imports from the 
United States, the maintenance of balance in their 
payments with that country generally continued 
to depend on such controls. As earnings from 
exports increased during 1950, restrictions on the 
transfer of income from foreign investments were 
also relaxed in several countries. However, there 
was a concurrent improvement in the shipping 
and tourist accounts of the region generally, with 
the result that the deficit on account of services, 
including investment income, was reduced to $199 
million in the first half of 1950 as compared with 
a half-yearly average of $316 million in 1948. 


4 As noted previously, these data do not include the 
undistributed profits of United States subsidiaries incor- 
porated in Latin America. According to estimates of the 
United States Department of Commerce the total value 
of United States private direct investments in the Latin 
American countries (exclusive of Non-Self-Governing 
Territories) increased by $1,784 million during the period 
1946 to 1949; $547 of this amount represented the 


reinvested earnings of subsidiaries incorporated in the 
countries of the region. 


It has been pointed out above that Latin 
America has been the main area to which 
United States private long-term capital has been 
attracted during the post-war period. The net 
inflow of private long-term capital was almost 
exclusively in the form of direct investments, 
which amounted to $321 million in 1948 and 
$480 million in 1949, including the substantial 
reinvestment of earnings of branch enterprises.** 
In view of the concentration of such investments 
in mineral development, they played a significant 
part in the balance of payments of only a few 
countries in the region, notably Venezuela. With 
the completion of the major petroleum develop- 
ment project in that country, the rate of inflow 
of long-term capital to the region dropped sharply 
in the first half of 1950.7* 


Throughout the period under review the dis- 
bursement of funds from loans received by Latin 
American countries from the International Bank 
for Reconstruction and Development was rela- 
tively small, amounting to only $36 million in 
1949 and about the same figure during the first 
nine months of 1950. However, the total of loans 
to Latin America authorized during 1949 and 
the first nine months of 1950 was over $200 mil- 
lion, and the rate of disbursements increased 
towards the end of 1950. As pointed out earlier, 
the operations of the Export-Import Bank in 
Latin America were also on a modest scale in 
1948 and 1949 but increased considerably in 
1950, when more than $350 million of new credits 
were authorized during the first nine months of 
the year.”° 


As shown in chapter 7, the sharp decline that 
occurred in 1949 in Latin America’s trade surplus 
with western Europe resulted largely from a drop 
in exports. This change was accounted for mainly 
by the fall in Argentina’s exports; in fact, the 
shortage of sterling in Argentina became almost 
as acute as the shortage of dollars, and strict 
controls were imposed on imports from the ster- 


_°° The net outflow of United States long-term capital 
(including portfolio investments) to Latin America was 
$275 million in 1948, $450 million in 1949 and $67 mil- 
lion in the first half of 1950. Preliminary estimates of 
the United States Department of Commerce indicate, 
however, that the outflow increased considerably in the 
second half of 1950. 

26 This figure includes the credit of $125 million to 
Argentina which, as mentioned previously, was not avail- 
able to finance additional imports. 
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ling area.2” In 1949 Argentina’s exports were 
affected by domestic factors reducing the supply 
of exports, and also, as pointed out in chapter 7, 
by the resistance of importing countries to high 
prices of Argentine exports. While there was a 
substantial expansion of Argentina’s exports to 
continental western Europe in 1950, exports to 
the United Kingdom declined owing to disagree- 
ment over the price of meat. The failure of pro- 
tracted negotiations between Argentina and the 
United Kingdom over the sterling price of meat 
led to the virtual suspension of meat shipments 
during the second half of 1950, and the issue 
remained unresolved at the end of the year. 


Following the devaluation of sterling, Brazil’s 
exports to the United Kingdom were also affected 
by disagreement over Brazil’s demand for the 
sterling equivalent of the dollar price of coffee 
and other exports. Brazil’s exports to other wes- 
tern European countries also dropped, while im- 
ports increased. At the same time a large part 
of Brazil’s previously accumulated sterling bal- 
-Gnces had been used or set aside for the repatria- 
tion of its long-term sterling obligations pursuant 
to the agreement with the United Kingdom of 
1947, and the residue of Brazil’s sterling balances 
remained blocked. In consequence, during the 
latter part of 1950, Brazil experienced a shortage 
of sterling to finance current transactions and also 
accumulated commercial debts in the United 
Kingdom. A _ similar stringency developed in 
Brazil’s payments with Belgium and Sweden. De- 
spite increased dollar earnings, Brazil found it 
desirable to purchase £10 million in sterling from 
the International Monetary Fund in January 
1951.2" 


During 1950 Latin America’s trading relation- 
ships with western Europe began to be influenced 
by the expansion of production and the improved 
competitive position of that region following the 
currency devaluations of 1949. Imports from 
western Europe increased substantially in quan- 
tum, though not greatly in dollar value, owing to 
the effect of the devaluations on prices. At the 
same time, rising prices of raw materials and 


27Most of Argentina’s sterling balances had been 
liquidated previously, to a large extent in connexion with 
the purchase of the British railways in 1948. 


28 Brazil had previously purchased 37.5 million of 
United States dollars from the International Monetary 


foodstuffs somewhat increased the dollar value 
of Latin America’s exports to western Europe, 
particularly if comparison is made with the first 
half of 1949, despite a considerable drop in the 
quantum of exports from the level of that period. 
Thus the balance with western Europe on current 
transactions remained small, as in 1949, though 
the quantum of imports into Latin America was 
considerably higher. Towards the middle of the 
year—even more in the second half of 1950—the 
rise in the prices of Latin America’s exports 
tended again to shift the balance in the direction 
of a larger surplus with western Europe, though 
that region’s lack of means to finance such a sur- 
plus was bound to keep the balance within fairly 
close limits. The prospect for the short run, at 
any rate, was that with the settlement of outstand- 
ing issues concerning the sterling prices of Argen- 
tina’s and Brazil’s exports there would be a further 
expansion of trade on a closely balanced basis. 
Several agreements during 1950 between Latin 
American and western European countries, par- 
ticularly western Germany and the United King- 
dom, tended in this direction. 

The shift towards a closer balance in Latin 
America’s current transactions with western 
Europe between 1948 and 1950 is indicated to 
some extent in the decline in the receipt of dollars 
by Latin America from transactions with areas 
other than the United States, as shown in table 
74.*° Such transfers appear to have declined from 
$800 million in 1948 to $550 million in 1949 and 
to have practically disappeared in the first half of 
1950. These data do not, however, reveal the full 
extent of the decline in the surplus on current 
transactions between 1948 and 1949, since in the 
former year a substantial part of the balance was 
financed by the sale of capital assets by western 
European countries, particularly the United King- 
dom, and by the extension of credits by Latin 
America. The virtual disappearance of these 
sources of financing in 1949 was offset to some 
extent by the rise from $140 million in 1948 to 
$320 million in 1949 in offshore purchases in the 
region under the European Recovery Program. 
However, such purchases dropped to $114 mil- 


Fund in 1949, the only sizable purchase from the Fund 
by a Latin American country during 1948 to 1950. 


29 This account, as stated previously, includes “errors 
and omissions” in the other accounts as well as transfers 
of dollars from areas other than the United States. 
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lion in the first half of 1950 and were scheduled 
to decline further with the approaching termina- 
tion of the programme.*° 


Since Latin America exports primary products, 
the supply of which is relatively inelastic, its bal- 
ance of payments is highly sensitive to fluctuations 
in demand in industrial countries, particularly the 
United States. At present, therefore, conditions 
are favourable to the region; the tropical and the 
mineral producing countries in general have re- 
stored to some extent the export surplus with the 
United States that was a normal feature of their 
foreign transactions before the war. It has been 
pointed out above, however, that inflationary 
pressures, originating in the high level of invest- 
ments maintained in the region in recent years in 
conjunction with the monetary and fiscal policies 
pursued, have tended to raise imports and that, at 
least until recently, transactions with the United 
States have been strained and have been main- 
tained in balance in most countries of the region 
only by means of severe import restrictions. 


So far as the impact of the improved dollar 
position of Latin America on relations with wes- 
tern Europe is concerned, it is necessary to dis- 
tinguish the position of the tropical and the min- 
eral producing countries from that of Argentina 
and Uruguay. As already observed, the exports 
of the former are oriented largely towards the 
United States and in the past such countries em- 
ployed a surplus with the United States to finance 
a deficit on current transactions with countries 
in western Europe, particularly the United King- 
dom. In contrast, the “normal” balance of the 
trade of Argentina and Uruguay with the United 
States is passive, and balance in their total ex- 
ternal transactions depends to a much larger 
extent on their ability to dispose of their exports 
in Europe. 


An important factor in the past relations of 
both groups of Latin American countries with 
western Europe has been the necessity of trans- 
ferring to that region considerable amounts on 
account of interest and dividends. In the case of 


80The decline during the first half of 1950 of net 
dollar receipts by Latin America from the other areas, 
as shown in table 74, is considerably greater, however, 
than would be expected in view of the level of offshore 
purchases and the fact that the disbursements of the 
International Bank for Reconstruction and Development 
are included in this item. This suggests that there was an 
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Argentina this transfer was rendered possible by 
an export balance with Europe; other Latin 
American countries discharged such obligations 
largely through their export balances with the 
United States. The liquidation of a considerable 
proportion of Europe’s investments in Latin 
America during the early post-war years served 
to maintain European imports of necessities at a 
time when that continent had little to export in 
exchange. In consequence of that liquidation, 
Europe’s income from investments has been sub- 
stantially reduced, but not so Europe’s require- 
ments of Latin American products. In the circum- 
stances, there is strong pressure on Europe to 
expand its exports to Latin America. In view of 
the continued dependence of continental western 
Europe on an import balance with the United 
States, there is in fact an additional pressure in 
the direction of establishing an export surplus 
with the tropical portion of Latin America (as 
well as with tropical countries elsewhere) through 
which to finance payments due the United States. 
At the end of 1950, however, Europe had not yet 
succeeded in earning significant amounts of dol- 
lars in transactions with Latin America despite the 
sharp increase in that region’s dollar income; the 
effect of the recent rearmament programmes on 
Europe’s export industries and on its terms of 
trade with primary producing countries may be 
adverse to the development of such a surplus. 
Moreover, account must be taken of the special 
conditions underlying the present level of demand 
for imports in the United States and the corres- 
ponding price relationships under which the re- 
cent Latin American export surplus with the 
United States has arisen. For these reasons it 
appears that a lasting solution to this very im- 
portant problem in international commercial rela- 
tionships is not yet in sight. 


UNITED KINGDOM AND THE STERLING AREA?! 


By 1948 the United Kingdom had made sub- 
stantial progress in reducing the large deficit in its 
current transactions which had characterized the 
early post-war years. The improvement resulted 


unrecorded outflow of capital from Latin America and 
perhaps also small dollar payments to settle deficits in 
current transactions with some European countries. 

31 See table 72 for definition of the sterling area. In 
the following discussion the phrases “rest of the sterling 
area’ or “outer sterling area” are used interchangeably 
to refer to sterling area outside the United Kingdom. 
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largely from an expansion of the United King- 
dom’s exports, but also from increased earnings 
on account of shipping and other services and 
from a decline in the large governmental expendi- 
tures abroad, mainly on account of military and 
relief activities. Further gains were recorded in 
the first half of 1949, as shown in table 78, and 
a small surplus on goods and services emerged. 


Despite this approximate balance with the 
world as a whole, the settlement of the United 
Kingdom’s international accounts continued to re- 
quire a large amount of special external assist- 
ance in the form of dollars. The reason for this is 
indicated in table 72, which shows that in 1948 
the regions with which the United Kingdom had a 
surplus, namely the rest of the sterling area and 
continental western Europe, themselves incurred 
large dollar deficits. The United Kingdom’s sur- 
plus with the rest of the sterling area therefore 
could not be converted into dollars but was 
financed instead by capital exports from the 


_~United Kingdom in the form of repayment of 


claims on the United Kingdom accumulated dur- 
ing the war—“sterling balances”—and a large out- 
flow of governmental and private capital. 


In 1949, while the United Kingdom reached 
approximate balance in its transactions with con- 
tinental western Europe, its surplus with the rest 
of the sterling area increased, and a similar situa- 
tion prevailed. Thus, in the first half of 1949, the 
United Kingdom had a surplus of £139 million 
with the rest of the sterling area, while at the 
same time the capital outflow to this region 
amounted to £199 million, of which the liquida- 
tion of sterling balances represented £97 million, 
governmental loans and grants £46 million and 
the outflow of private capital £56 million (see 
table 78).°2 As indicated in the table, the dif- 
ference between the surplus. on current transac- 
tions with the sterling area and the capital out- 
flows to that region that were not reflected in 
sterling balances consisted of transfers of gold, 
dollars and sterling to finance transactions of the 
rest of the sterling area with regions other than 
the United Kingdom. 


32 While the item described as the outflow of private 
capital also contains the residual item in the whole ac- 
count, there is a strong presumption that the major part 
of the residual is of a capital nature (see notes to table 
78). 


From the point of view of the rest of the ster- 
ling area, the financing of the United Kingdom’s 
surplus on current transactions through capital 
outflows represented, of course, a net addition to 
the former’s resources. Had the surplus been pay- 
able in dollars rather than in the manner indi- 
cated, it is doubtful whether it would have arisen, 
since this would have rendered necessary a cor- 
responding reduction in the outer sterling area’s 
imports from the dollar area or an increase in its 
exports to that area. 


It should also be noted that the data presented 
in table 78 tend to obscure an important aspect 
of the United Kingdom’s so-called “unrequited” 
export surplus with the outer sterling area, 
namely, the extent to which it was financed by 
drawings upon the sterling balances on the one 
hand, and by private capital movements on the 
other. This arises from the fact that the outflow 
of private capital consisted to a large extent of 
short-term capital movements to Australia and, 
particularly in 1948, to the Union of South 
Africa. The counterpart of such short-term out- 
flows was an increase in the sterling balances of 
these countries. Thus the extent to which other 
countries in the outer sterling area, particularly 
India, Pakistan and Ceylon, drew upon sterling 
balances to finance imports from the United 
Kingdom is not fully revealed in table 78. 


In 1948, and to a smaller extent in the first half 
of 1949, the United Kingdom achieved a surplus 
on goods and services with the continental coun- 
tries in the Organisation for European Economic 
Co-operation, which was also to some degree 
“unrequited”. The surplus was offset by the liqui- 
dation of sterling balances, particularly in 1948, 
and to some extent, especially in the first part of 
1949, by loans and grants, largely in the form 
of sterling “drawing rights” made available by the 
United Kingdom through the intra-European pay- 
ments scheme under the auspices of the OEEC. 
The payments position of the United Kingdom 
with zespect to the other OEEC countries was 
also affected by the fact that it incurred deficits in 
1948 and in the first part of 1949 with several 
countries in the region, notably Belgium and 
Switzerland, which required payment in dollars. 
The extent of the drain from this source is in- 
dicated in table 79, which shows that net pay- 
ments of dollars to continental OEEC countries 
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Table 78. United Kingdom Balance of Payments by Regions,* 1948 to 
1950 (First half) 


(In millions of pounds sterling) 


Balances with 


Other Conti- 
Transactions and period Western Rest of ee eee 
i- i Oo 7) 
ng ies Lore pei 7 countries world? 
Balance on goods, services and private 
donations: F Ah 81 51 17 
1948 Half-yearly average ..... —4] li — Te 
1940; First halite oyse see: 32 ~—142 pal 139 3 ae 
1949 eSecond i halfeyeri oe —34 —160 20 132 wey bee 
195 OMPirste tial iaeeteetenecner ese het 73 —52 —2 91 — 
sade 328 170 111 
1948 Half-yearly average ..... 895 201 85 
1O49m First halieeieei er tet 958 206 44 382 215 111 
1949"Second@half wee sani oe 1,007 234 61 370 243 99 
LOS5OaFicst@haltm@nny. aes sere ore 1,150 202 96 455 270 127 
Exports: 
1948 Half-yearly average ..... 792 96 45 370 196 85 
YAS) TEP OE 4. owen Se dom le S15 95 By 460 206 101 
1OAZOESecond@haliiaer seen ame 903 94 52 448 212 97 
1OSO; Eirstehaligmencey smitten 1,042 131 54 468 287 102 
Balance on services and private 
donations: 
1948 Half-yearly average ..... 62 —30 20 39 25 vy) 
19495 Errstchalt sere were e 75 —31 19 61 DS 2 
TSA9R Seconds halt game seer 70 —20 29 54 6 1 
OBO} LEASE TORE |. ace crow caro 181 19 40 78 37 1 
Private capital (net):¢ 
1948 Half-yearly average ..... —23 — 5) 82 —$1 2 ——I 
1949 Ritstihalt ieee ee —45 —5) At —56 11 —6 
LOZOE Second alt sepeares ta rere —80 50 P —126 —2 —4 
TOSOBEirst haley eee —27 35 1 —S55 —2 —6 
Official loans and grants (net):4 
1948 Half-yearly average ..... 124 113 —8 35 —12 —4 
TOA) TENET UNEUNE ono ae Rec bc 87 159 13 —46 —35 —4 
LS4ORSecoundi nalian smear 112 160 3 —34 —17 - 
15 0shinstehal ieee ere 106 150 - —1l1 —27 —6 
Changes in sterling liabilities (net): 
1948 Half-yearly average ..... —85 - —50 40 —58 —17 
19493 Firstehaliwey. seein —119 - —43 —97 14 7 
1O49eSecondshaliamerad scene 28 - —27 WE. 2D) —39 
LOS ORBITS ts al eee eee es 128 ~ 7 200 —46 —33 
Changes in reserves; increase (—): 
1948 Half-yearly average ..... 26 2h - - —1 - 
9495 Pirstahaliamee en iene 45 Sil — - —6 - 
LO49ESccondshalfa eee —26 —48 _ - 22 - 
1950 inst halfisey ny era see —280 —262 - ~ —18 - 
Transfers of funds between foreign 
areas (receipts from other 
areas (—)): 
In gold and dollars: 
1948 Half-yearly average ..... - 1 5 —35 
LO4ZOSEirst thalf ten yee ee = —63 1 25) 33 14 
£949 ;Second: half sey. a. tee - —2 1 —32 19 14 
LOS Oe binste halt eis a eee - 129 —3 —130 —4 8 
In sterling: 
1948 Half-yearly average ..... - - — — 
1949 First half... .. Tyee e MAND See cyte 5 
35 2S —3 
UO4OSSccondahalts asta: see - - 1 —12 —19 30 
1950 First half ae ty 
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Table 78 Continued 


Source: United Kingdom, Balance of Pay- 
ments, 1946 to 1950 (Cmd 8065, London, Octo- 
ber 1950). Several types of transaction which 
appear separately in the original source have 
been regrouped; minus signs indicate United 
Kingdom debits. 


4 For definition of “Rest of sterling area” see 
table 72. The definition of “Continental OEEC 
countries” in this table differs from that in 
table 72 in that the oversea dependencies of 
these countries are included except for transac- 
tions with the Netherlands Antilles involving 
dollar payments. The “Dollar area” comprises 
the United States, Canada, the Philippines and 
so-called “American account” countries in Cen- 
tral and South America, the residents of which, 
under the exchange control regulations of the 
United Kingdom, are free to convert sterling 
earned in transactions with the sterling area into 
dollars. Also included in the transactions of the 
United Kingdom with the dollar area are pur- 
chases of petroleum from United States com- 
panies operating in the Netherlands Antilles 
and Arabia. “Other Western Hemisphere” ex- 
cludes the dependent territories of European 
countries in that region. 


b Including international organizations such 
as the International Bank for Reconstruction 
and Development and the International Mone- 
tary Fund. 

¢ Including the balancing item on the whole 
account. According to the official commentary 
accompanying the estimates there is a strong 
presumption that the bulk of this residual con- 
sists of unidentified capital movements. It is 
stated that the residual indicates an outflow of 
such capital amounting to about £50 million in 
1948, a small outflow in 1949, and an inflow 
of nearly £50 million in the first half of 1950. 
These sums are entered under transactions with 
the dollar area. 

dIncluding certain governmental transac- 
tions, such as oversea relief expenditures and 
colonial grants, which appear in the “current 
account” in the original source. 

e Excluding liabilities to the dollar area and 
to international institutions; also excluding 
movements due to financial agreements of July 
1948 with India and Pakistan and to revaluation 
of United Kingdom liabilities to certain coun- 
tries following the devaluation of sterling in 
September 1949. 


Table 79. Sterling Area Gold and Dollar Account, 1948 to 1950 (First half) 


(In millions of United States dollars) 


1948 1949 


Half- es 1950 
i First 
oF dwerage ‘halt Saal 
Surplus or deficit (—) with dollar area®... —699 —806 —452 223 
On United Kingdom account ............ —643 —629 —459 —108 
‘lrade=balancer et core ee thn Fa —426 —444 —459 —198 
Services» and private donations ...... —127 —127 —79 55 
OthentransactionsGa- of tare: | mils tenirusices —91 —58 79 35 
On rest of sterling area account ........ —56 —177 7 331 
Surplus or deficit (—) with dollar area: 
Dependent oversea territories ...... 70 87 44 154 
Other sterling area countries ....... —237 —348 —187 28 
Gold sales to United Kingdom ....... 111 84 150 149 
Net gold and dollar payments to (—) or 
receipts from other countries .......... —156 —156 —118 —3 
Other Western Hemisphere? ......... —18 —4 —3 8 
OBE Cicountriest ara ae pian coenrana —9I7 —95 —66 13 
Othe te, deepeetent., Sege erates. amo —4I —57 —49 —24 
PotalenetesurpluseOradencitay sa) sashes. —855 —962 —570 220 
Means of financing: 
Wnitedy States, donations ., .......2..--.1- 301 395 507 426 
Wnited®States?creditsa- es. ace acne: 191 270 24 ye 
@anadian Creditsw , Slew pi tacvenamtetets cote | 26 60 56 
South» Atrican cold loane. mi. sos ae fae 163 ~ - 
Purchases from International Monetary 
unde e Be I Fue), See aE Ae 64 32 20 - 
Change in gold and dollar reserves (in- 
eae (ey Perec «ote mackegere sis 112 205 —38 —735 
Gold and dollar reserves at end of period. . 1,856 1,651 1,688 2,422 


financing”, including the residual item in the 
entire account. 

4d For definition, see table 78. ; 

e Purchases by countries in rest of sterling 
area, except for $60 million purchased by the 
United Kingdom in 1948. 


Source: United Kingdom, Balance of Pay- 
ments, 1946 to 1950 (Cmd 8065). 


a For definition of dollar area see table 78. 
b Including income from investments. 
¢ Capital transactions other than “means of 
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by the sterling area (presumably on the United 
Kingdom’s account) were $194 million in 1948 
and continued at almost the same rate in the first 
half of 1949. 


The situation described above contrasts with 
that prevailing before the war and still more with 
that before the depression of the 1930’s. At that 
time the countries which now form the outer ster- 
ling area financed their deficits with the United 
Kingdom through the sale of newly produced 
gold, principally by the Union of South Africa, 
and—in the case of several tropical countries, 
such as British Malaya and India—through an 
export surplus to the United States and conti- 
nental Europe. The United Kingdom used the 
foreign exchange thus earned from the outer ster- 
ling area, and indeed from several tropical coun- 
tries outside that area, to settle its deficit with the 
United States, Canada and continental Europe. 
In the post-war period the role formerly played 
by these receipts has been assumed in large part 
by extraordinary assistance from the United 
States. 


The magnitude of the post-war “dollar gap” of 
the sterling area and its increase in the first part 
of 1949 is indicated in table 79. In 1948 and the 
first half of 1949 the outer sterling area incurred 
a substantial net dollar deficit; in fact, the deficit 
of the outer sterling area was larger than table 
79 suggests since, following the withdrawal of the 
Union of South Africa from the “dollar pool” of 
the sterling area in October 1947, the bulk of its 
dollar deficit was settled by direct shipments of 
gold to the United States, and to this extent the 
Union of South Africa’s dollar requirements did 
not affect the position of the reserves of the dollar 
pool. 


In 1948 the transactions of the outer sterling 
area involved a drain of $112 million on the dollar 
reserves of the United Kingdom, but this was 
more than offset by a loan of gold by the Union 
of South Africa to the United Kingdom of $325 
million. Since the loan was repaid in sterling in 
1949, following a deterioration in the balance of 


38 The shift in the Union of South Africa’s payments 
position with respect to the United Kingdom in 1949 
resulted both from an expansion of United Kingdom 
exports to the Union of South Africa and a substantial 
decline in outward capital movements. 

°4The Union of South Africa had already sharply 
teduced its imports from the United States and other 


the Union of South Africa’s current transactions 
with the United Kingdom, it had the same effect 
as the sale of gold for sterling.** 


During the first half of 1949 the dollar position 
of the sterling area became less favourable, despite 
the receipt of increased assistance by the United 
Kingdom under the European Recovery Pro- 
gram. The dollar transactions of the rest of the 
sterling area resulted in a deficit in the first half 
of 1949 of $177 million as compared with a half- 
yearly average of $56 million in 1948. The in- 
crease in the deficit was due chiefly to the balance 
on merchandise proper and services, and partly to 
the reduction in the sale of gold to the United 
Kingdom by the rest of the sterling area, mainly 
the Union of South Africa. There resulted a de- 
cline in the United Kingdom’s gold and dollar 
reserves of $205 million in the first half of 1949, 
compared with a half-yearly average of $112 mil- 
lion in 1948. Although not shown in table 79, 
the drain continued at almost the same rate in the 
third quarter of 1949, despite the reduction in the 
current deficit with the dollar area following the 
curtailment of imports by the United Kingdom 
and the other members of the sterling area.** 
Speculation in anticipation of the devaluation of 
sterling was the major cause of this drain on as- 
sets; it reflected a postponement of inward, as 
well as a hastening of outward, payments due on 
account of goods and services and similar action 
in respect of orders of imports from, and de- 
liveries of exports to, the United Kingdom and 
other countries in the sterling area. As previously 
mentioned, the flight of short-term capital, despite 
the existence of exchange control, probably also 
contributed to the drain. 


The tightening of import restrictions in J uly 
1949, which was reinforced by the devaluation of 
sterling in the following September, is reflected 
in the gold and dollar account of the first half of 
1950 compared with that of the corresponding 
period of 1949. It may be seen from table 79 that 
the shift in the position of the sterling area dollar 
pool from a deficit on account of goods, services 
and private capital transactions of $962 million in 


countries in the dollar area during the first half of 1949, 
This was of no direct assistance to the reserve position 
of the United Kingdom, however, since the Union of 
South Africa, as previously noted, did not participate in 
the dollar pool. The effect of the Union of South Af- 
Ticas action was to reduce its own dollar deficit to a size 
which could be financed from its current gold production. 
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the first half of 1949 to a surplus of $220 million 
in the corresponding period of 1950 is accounted 
for about equally by the United Kingdom and the 
oversea sterling area. The improved position of 
the United Kingdom is reflected not only in its 
transactions with the dollar area but also in the 
virtual elimination of dollar payments to other 
countries, notably to continental western Europe. 
The improvement in the dollar position of the 
United Kingdom was due about equally to a re- 
duction in the trade deficit with the dollar area 
and to a shift from a deficit of $127 million on 
account of various invisible transactions in the 
first half of 1949 to a surplus of $55 million in the 
first half of 1950. A substantial part of this im- 
provement on invisibles probably reflects a reduc- 
tion in the dollar expenditure of United Kingdom 
oil companies operating abroad, an improvement 
in the shipping account and increased earnings 
overseas of British insurance companies.*® 


The emergence in 1950 of a substantial dollar 
_--surplus on the part of the outer sterling area is the 
outstanding feature of the changed payments posi- 
tion of the sterling area. Whereas in the first half 
of 1949 the transactions of the oversea sterling 
area involved a drain of $177 million on the 
reserves of the dollar pool, they added $331 mil- 
lion to the pool in the corresponding period of 
1950. This resulted not only from an improved 
balance with the United States and Canada but 
- also, as indicated in table 79, from increased gold 
sales by the Union of South Africa to the United 
Kingdom.** It should not be overlooked, how- 
ever, that the position of the oversea sterling area 
also changed in relation to the United Kingdom 
and the rest of the world, particularly continental 
western Europe. The most striking change in this 
respect is the cessation of the large-scale reduc- 
tion in sterling balances that occurred in the first 
half of 1949 and its replacement by an increase 
of £200 million in such balances during the first 
half of 1950. Table 78 indicates that £95 million 
of this increase represents sterling earned by the 


85 It will be observed in table 79 that a considerable 
increase also occurred during the same period in the 
balance on service transactions with regions other than 
the dollar area. 


36 This change reflected in part the agreement reached 
between the United Kingdom and the Union of South 
Africa under which an agreéd list of “essential” imports 
from the United Kingdom was to be paid for in gold 
regardless of the net payments position between the two 


outer sterling area in transactions with continental 
OEEC countries and other areas. A substantial 
part of the increase is accounted for by the fact 
that increased dollar earnings on account of ex- 
ports from the outer sterling area to the United 
States and Canada, as well as a larger portion 
of that region’s current gold production, were con- 
verted into sterling balances rather than used to 
finance imports from the United States or the 
United Kingdom. At the same time, the United 
Kingdom’s surplus on current transactions with 
the outer sterling area dropped from £139 million 
in the first half of 1949 to £91 million in the 
corresponding period of 1950. 


Since the United Kingdom’s gold and dollar 
reserves reached a minimum in September 1949, 
the extent of their recovery following devaluation 
is not fully indicated in table 79. Between 18 
September 1949 and 30 September 1950 the 
increase in reserves was $1,416 million. As 
pointed out previously, this accumulation of re- 
serves at a rate slightly in excess of the assistance 
being received by the United Kingdom under the 
European Recovery Program led in December 
1950 to the decision to suspend such aid after 
1 January 1951.37 


It has been noted that an important part of the 
improvement in the United Kingdom’s gold and 
dollar position between the first half of 1949 and 
the first half of 1950 reflects the shift from a 
dollar deficit to a substantial surplus in the trans- 
actions of the rest of the sterling area. As is 
shown in table 79, this was due to a combina- 
tion of three factors: the increased dollar surplus 
of the dependent oversea territories, the elimina- 
tion of the large deficit of the rest of the region 
and the moderate increase in gold sales to the 
United Kingdom. 


The dependent oversea territories of the United 
Kingdom did not draw on the sterling area dollar 
pool at any time during the post-war years, except 
briefly in 1947, but their dollar surplus, until 


countries. In August, 1950, a new agreement was reached 
under which the Union of South Africa undertook to 
sell £50 million of gold annually to the United Kingdom 
regardless of the size of the Union of South Africa’s 
balance with the rest of the sterling area. This amount 
represents about one-third of the latter’s gold production 
in 1950. 

37 Total allotments to the United Kingdom under the 
European Recovery Program were $2,694 million to 
31 December 1950. 
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recently, was small in comparison with the pre- 
war period. After a setback during 1949 due to 
reduced exports to the United States the surplus 
increased rapidly, partly as the result of higher 
prices of rubber, tin and other exports sold against 
dollars. In the first half of 1950, as shown in table 
79, the surplus considerably exceeded the United 
Kingdom’s own dollar deficit, though it should 
be kept in mind that the size of the deficit and of 
the surplus of the dependent territories reflected 
the maintenance of strict control of imports from 
the dollar area. The emergence of a larger dollar 
surplus in the transactions of the dependent terri- 
tories represents a movement towards the pre- 
war pattern of settlements. At the same time, it 
should be noted that the increase in United King- 
dom liabilities to these territories in the first half 
of 1950, as is shown in table 80, was not much 
less than the sterling equivalent of their dollar 
surplus. 


The remainder of the outer sterling area 
(excluding the Union of South Africa, whose 
transactions with the dollar area are not included 
in table 79), shifted from a dollar deficit of $348 
million in the first half of 1949 to a surplus of 


38 Table 78 indicates that Australia, together with 
other parts of the outer sterling area, also earned £95 
million in transactions with the continental OEEC coun- 
tries and with the other regions outside the Western 


$28 million in the corresponding period of 1950. 
This was due largely to a sharp decline in im- 
ports. An important factor contributing to the 
shift, however, was the emergence of a substantial 
surplus in Australia’s transactions with the dollar 
area, mainly as the result of increased earnings 
from wool exports, the price of which had risen 
substantially. Australian imports from the dollar 
area continued to be subject to the severe restric- 
tions imposed in common with other members of 
the sterling area in mid-1949. Under the mech- 
anism of the sterling area dollar pool, therefore, 
Australia accumulated sterling balances roughly 
equivalent to its surplus with the dollar area.** 
A similar development occurred with respect to 
Ceylon. 


Australia’s recent surplus with the United 
States contrasts with its traditional pre-war deficit 
with that area. However, it should be borne in 
mind that severe restrictions against imports from 
the dollar area continued in force during the first 
half of 1950. The imports to be financed by the 
loan of $100 million received by Australia in 
August 1950 from the International Bank for 
Reconstruction and Development appear to be 


Hemisphere. Australia’s sterling balances were also in- 
creased by a continuation of the previous inflow of pri- 
vate capital from the United Kingdom, which was mostly 
of a short-term character. 


Table 80. Ownership of Sterling Liabilities of the United Kingdom,* 1945 to 1950 (June) 


(In millions of pounds sterling) 


a 


Region 


December December December December June 


At end of period 


1945 1946 1947 1948 1949 parade shen 
; Total 3,663 3,701 Seri 3,359 3235 3,340 3,471 
eee ALCasCOUNLTICS a aetna 1,210 1,284 1,283 1,037 1,010 1,043b 974b 
OUAINBATCA™ pat pei writen vl isesieote a ee 36 
ae Western Hemisphere countries 164 a3 935 135 99 30 a0 
on COUMINICS . oust Ais.) otc mee 409 419 469 354 368 424 378 
ther non-sterling area countries ....... 601 617 558 524 Soi 503 471 
Sterling area countries .... 2.453 2.417 
ROS Me cee re ; ; 2,288 
Dependent oversea territories .......... 446 495 502 Bee ee same ee 
Other sterling area countriesc.......... 2,007 1,922 1,786 1,801 1 20 ae 1 a7 


Source: United Kingdom, Balan 
to 1950 (Cmd 8065). ingens eh 
4 Sterling liabilities comprise net liabilities of banks i 
the United Kingdom to their offices abroad paciaeee 
oversea account holders, and oversea loans to the United 
Kingdom Government expressed in sterling or sterling 


ae FEN: Private holdings of securities are eX- 
cluded. 


>Including revaluation payments of £60 milli i 
a bees quarter of 1949 and £3 million in the first half 
consequent on the devaluati ing i 
September need evaluation of sterling in 
¢ Including the capital value (£162 million at end 
aes of Bee eee India and Pakistan ead ne 
ion annuities schemes of 1948. Th iti 
purchased with sterling balances. T duty ho dabieaenes 
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excluded from the general limitation on imports 
from the dollar area adopted in mid-1949.* 


As pointed out previously, the transactions of 
the Union of South Africa with the dollar area 
are not settled through the sterling area dollar 
pool. The transactions shown in table 79 do 
include, however, gold sales by that country to 
the United Kingdom and indicate a moderate 
increase in such sales in the first half of 1950 as 
compared with the first half of 1949.4° As noted 
above, an arrangement concluded between the 
United Kingdom and the Union of South Africa 
in 1950 envisages a minimum of gold sales to the 
United Kingdom of £50 million annually, about 
one-third of the latter’s current yearly output; the 
United Kingdom’s ability to earn a larger portion 
of gold in transactions with the Union of South 
Africa—as in the pre-war period—will depend 
on its ability to compete with suppliers from hard 
currency countries. 


The status of the United Kingdom’s sterling 
liabilities at the middle of 1950 is summarized in 
table 80. It has already been pointed out that the 
level of balances held by the outer sterling area 
resulted from the fact that balances held by 
Australia and, to a smaller extent, by the Union 
of South Africa increased during the post-war 
period by more than the reduction in the balances 
of most other parts of the region, notably Ceylon, 
India and Pakistan. These three countries financed 
about a fifth of their total imports (including 
imports from the dollar area) through drawings 
on their sterling balances.*t Following excep- 
tionally large drafts on its sterling balances in the 
latter part of 1948 and the first half of 1949, 
India tightened control on imports from the 
sterling area as its sterling position became 
strained, and during the year ending 30 June 


89 This applies also to the recent loans received by 
India from the Bank. oy 

40 Measured in terms of sterling, this increase would, 
of course, be larger than indicated, owing to the in- 
creased sterling price of gold following devaluation. 

41 See the Colombo Plan (Cmd 8080, London, 1950). 
According to this source, sterling balances of these coun- 
tries, amounting to £340 million, were released to 
finance current transactions between 1946 and 1949. In 
addition, £270 million was released on capital account, 
including £172 million for the purchase in 1948 of pen- 
sions and annuities, the value of which is included in 
the balances shown in table 80. ‘ 

42 Table 78 indicates that there was also a reduction 
in official loans and grants by the United Kingdom to 
the rest of the sterling area, from £46 million in the first 


1950 no drawings were made on India’s sterling 
balances; in fact, a small surplus emerged in 
current transactions with the United Kingdom. 
This period witnessed, therefore, the termination 
of the principal drain on the United Kingdom’s 
resources in the form of “unrequited” exports.*? 


An announcement concerning the future liqui- 
dation of the sterling balances of Ceylon, India 
and Pakistan was made by the United Kingdom 
in December 1950. As part of a programme for 
the financing of economic development in south- 
east Asia—which envisaged also large-scale as- 
sistance from outside the sterling area—it was 
anticipated that sterling balances, amounting to 
about £250 million, would be released to these 
countries during the period 1951 to 1957. This 
was expected to reduce such balances to what 
might be considered a normal monetary reserve.** 


The sterling balances held by non-sterling area 
countries have become increasingly concentrated 
in western Europe and the Middle East; the latter 
is included in table 80 among “other non-sterling 
countries”. Arrangements for long-term settle- 
ments affecting a significant part of the sterling 
balances of continental OEEC countries were 
concluded during 1950 in connexion with the 
establishment of the European Payments Union. 
About two-thirds of the balances shown under the 
heading “other non-sterling countries” are held 
by Egypt; the permanent disposition of these 
holdings was the subject of negotiations during 
1950. The sterling balances of Western Hemi- 
sphere countries, held mainly by Argentina and 
Brazil, were considerably reduced by the end of 
1948, largely in connexion with the repatriation 
of the United Kingdom’s investments in that 
region. In November 1950 it was announced by 
the United Kingdom that of the £3,471 million 


half of 1949 to £11 million in the first half of 1950. The 
latter figure corresponds to the amount of colonial grants 
during the period. Since the figures for private capital 
movements in table 78 include both long-term and short- 
term capital, it is difficult to determine whether there 
was any significant reduction in the rate of outflow of 
capital for long-term investment. The United Kingdom’s 
planned investment in oil production in all oversea areas 
during 1949 was estimated at £90 million, of which 
about £40 million appears to pertain to the outer ster- 
ling area. 

43 See the Colombo Plan (Cmd 8080, London, 1950). 
According to the figures cited in this report, the sterling 
balances of Ceylon, India and Pakistan, which amounted 
to £1,169 million at the end of 1945, would be reduced 
to £313 million by the end of 1956. 
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of sterling balances outstanding on 30 June 1950 
somewhat under £1,300 million was held in 
blocked accounts. 


CONTINENTAL WESTERN EUROPE** 


Like the United Kingdom, most of the con- 
tinental OEEC countries have succeeded in re- 
ducing their deficit with the dollar area without 
adverse repercussions on the levels of their 
economic activity. In fact, these countries as a 
group did not experience a significant increase in 
their trade deficits with the dollar area in the first 
half of 1949, as did the sterling area. After the 
middle of 1949 their imports under the European 
Recovery Program fell off, and there was a small 
increase in their exports to the United States, 
which led to a further reduction of the trade 
deficit. The trade deficit of the continental OREC 
countries with the United States declined 38 per 
cent between the first half of 1949 and the 
corresponding period of 1950. The surplus with 
the United States on account of services con- 
tinued to grow steadily. As a result, the deficit on 
goods and services in the first half of 1950, as 
shown in table 74, amounted to $766 million, or 
about half the figure for the corresponding period 
of 1949. The current deficit with Canada under- 
went a similar contraction, though a larger part 
of it was due to merchandise trade rather than 
services. 


A few countries in this group, including Belgium 
and Switzerland, earned dollars through transac- 
tions with other countries outside the dollar area, 
particularly the United Kingdom, but the region 
as a whole apparently had to relinquish dollars as 
a result of transactions with such countries. As in 
the case of the United Kingdom, there appears to 
have been a flight of capital to the United States 
throughout 1948 and in the first nine months of 
1949, stimulated in the third quarter by anticipa- 
tion of currency devaluations. 


Following the devaluations, the gold and dollar 
reserves of the continental OEEC countries as a 
group increased, notably in the first half of 1950. 
In part this reflects the decline of the current 
deficit while assistance under the European Re- 
covery Program continued at a high level, How- 


44The group is described for convenience as “conti 

+ 49 : . 1; 

nental OEEC countries”. The countries included are speci- 
fied in the note to table 72. 


ever, as is shown in table 74, there has also been 
a significant reduction in the debit entry against 
the item representing dollar settlements with 
areas other than the United States and “errors and 
omissions” in the whole account. While a portion 
of this reduction—from $460 million in the first 
half of 1949 to $235 million in the first half of 
1950—+eflects a decline in the rate of offshore 
purchases under the European Recovery Pro- 
gram, it would appear that in part the change 
represents the diminution, and possibly some 
reversal, of the outflow of flight capital from 
Europe which preceded the devaluations. Never- 
theless, the continental OEEC countries accumu- 
lated gold and dollar assets equivalent only to 
about a fourth of their receipts of United States 
assistance in the first half of 1950, whereas, as 
shown above, the comparable figure for the 
United Kingdom was much higher. 


The trends of the gold and dollar holdings of 
individual continental OEEC countries have 
varied under the impact of the currency devalua- 
tions and other factors. Belgium gained reserves 
before the devaluations, but lost a substantial 
portion subsequently; Italy gained a large amount 
of gold and dollars before devaluation, but practi- 
cally none subsequently. French losses before 
devaluation were balanced by subsequent gains, 
while Germany, which experienced moderate 
losses before devaluation, improved its position 
rapidly in the following nine months as its exports 
expanded. The only countries which did not 
regain pre-devaluation losses of gold and dollars 
were Denmark, Norway and Turkey. The Nether- 
lands and Switzerland recorded a heavy accumula- 
tion of gold and dollar assets over the entire 
eighteen months’ period, with substantial increases 
before and after devaluation. Some of these 
movements, as well as the changes in the sterling 
balances of the continental OEEC countries, were 
due to shifts in the intra~European trade and 
payments position discussed below. 


While the continental OEEC countries have not 
been confronted with the problem of liquidating 
short-term liabilities accumulated during the war 
comparable with the sterling balances, several of 
them, notably France, have sustained a substan- 
tial outflow of funds on account of loans and 
grants in addition to the flight capital to which 
reference has been made previously. The bulk of 
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this outflow was directed to their oversea terri- 
tories and associated monetary areas and repre- 
sented governmental rather than private transac- 
tions. Thus, it is estimated that the French 
Government provided more than $500 million 
from 1946 to 1949 for various types of long-term 
investment, a large part of which was absorbed by 
French North Africa.*® Substantial credits have 
also been extended by the Netherlands to Indo- 
nesia during the post-war period to cover its 
surplus on various current items with that area, 
including a variety of service transactions. Most 
of these credits were converted into grants by a 
general financial agreement with Indonesia in 
November 1949.4 Early in 1950 the Netherlands 
extended a further long-term loan to Indonesia of 
200 million guilders (about $53 million) which it 
was estimated would cover two-thirds of its 
surplus on current transactions with Indonesia 
during the subsequent six months’ period. Belgium 
also has sustained a considerable capital outflow 
during recent years in the form of both govern- 
_Jnental and private investment, mainly for devel- 
opmental projects in the Congo.*" 


These capital exports, particularly those of 
France, imposed a considerable drain on the 
limited resources of the creditor countries and 
would hardly have been possible had there not 
been an inflow of funds under the European 
Recovery Program. In the case of France, the 
export surplus with its oversea territories con- 
‘tinued at about the same level in the first half of 
1950 as in 1949. The impact of the credits on the 
dollar position of the lending countries was 
particularly heavy in 1948 and 1949 when the 
_ increased resources available to oversea territories 
of continental OEEC countries were employed 
partly to finance increased imports from the 
dollar area. 


45 See Organisation for European Economic Co-opera- 
tion, Report on International Investment (Paris, 1950). 


46 Under the terms of this agreement Indonesia as- 
sumed full responsibility for the internal debt, post-war 
credits received from third countries, pre-war Nether- 
lands loans and a small portion of post-war Netherlands 
credits. The bulk of Indonesia’s post-war obligations to 
the Netherlands, amounting to 2,000 million guilders 
(about $525 million) was cancelled. These credits: had 
served largely to finance various service transactions, 
payments of interest, dividends and amortization due 
Netherlands interests and, to a smaller extent, imports 
from the Netherlands. 


47%n 1946 Belgium contributed 2,200 million Belgian 


As indicated in the preceding chapter, the 
sharp reduction in this region’s imports from the 
dollar area without impairment of its economic 
activity was due primarily to the rise in its 
production and hence to the increased capacity 
both to supply local needs which had previously 
necessitated imports from overseas and to export 
a larger quantity of goods. However, despite the 
progressive narrowing of the dollar deficit and the 
rebuilding of the gold and dollar reserves of 
the continental OEEC region since the middle of 
1949, there remained a degree of imbalance with 
the dollar area—mostly with the United States— 
that appeared to contain certain intractable ele- 
ments. Even if allowance is made for price 
increases since 1939, the region’s trade deficit 
with the United States during the first half of 1950 
remained considerably above the pre-war level, 
and was shared by every country in the region. 
The quantum of continental western Europe’s 
exports to the United States in the first half of 
1950 rose sharply above that of the corresponding 
period of 1949, but the dollar value was only 
12 per cent higher, as the result of devaluation.* 
It should also be noted that imports from the 
United States continue to be severely restricted 
in this region. The persistence of large dollar 
transfers during the first half of 1950 to countries 
other than the United States has been stressed 
above. An additional element to be considered is 
the fact that in 1951 and the following years 
substantial amortization payments are due the 
United States on account of post-war loans, 
particularly from France. 


This situation assumes particular significance 
in view of the continuing difficulty encountered 
by the region in its multilateral trade. Even before 
the war, the region’s current transactions with its 
oversea territories, except those of the Nether- 


francs (about $50 million) to the Congo budget and in 
1948 another 1,200 million Belgian francs (about $27 
million) were allocated to a governmental development 
agency in the Congo. 

48 Table 57, which includes exports to the United 
States and Canada, indicates that the rise in quantum 
was about 40 per cent. The value of imports into the 
United States is shown in table 54. It will be observed 
that the data in table 74, which are derived from United 
States balance of payments statistics, show a slight de- 
cline in the value of exports from Continental OEEC 
countries to the United States over the period mentioned. 
This appears to be due mainly to a decline in balance of 
payments adjustments for unrecorded trade, mostly 
United States Government purchases in Europe. 
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lands, were not an important net source of foreign 
exchange. As was pointed out above, in 1948 and 
1949 the transactions of these oversea territories 
with the dollar area resulted in a deficit and 
imposed a net drain on the resources of the 
continental OEEC countries. While there was a 
small surplus on account of such transactions in 
the first half of 1950, the future net contribution 
to the dollar earnings of western Europe cannot be 
expected to be substantial. 


Since further expansion of exports from the 
continental OEEC region to the United States is 
difficult, the solution of the region’s trading prob- 
lem without external aid would imply the expan- 
sion of trade with regions which can supply 
substitutes for imports now being obtained from 
the dollar area or the re-establishment of a 
surplus with the non-dollar world which can be 
settled in dollars or their equivalent. The extent 
to which one or the other solution is feasible 
cannot be easily assessed, and it is likely that the 
nature of the solution will vary among the several 
countries of the region. Countries in a position to 
export manufactured goods in exchange for raw 
materials from overseas, such as Belgium, France 
and Germany, may be expected to seek markets 
increasingly in Latin America and other under- 
developed regions, including part of the outer 
sterling area. A part of the recent expansion of 
the trade of western Germany and France, for 
example, has reflected this tendency. Other Euro- 
pean countries, whose export markets are more 
restricted in scope, are inevitably bound more 
closely to traditional European markets. A case in 
point is Denmark, which is highly dependent on 
the sale of bacon, butter and eggs to the United 
Kingdom and other European markets. The com- 
mercial link with the United Kingdom was the 
primary reason for the devaluation of Danish 
currency to the same extent as sterling in Septem- 
ber 1949. This action, however, contributed to 
the rise in the price (in local currency) of raw 
materials and other necessities imported from the 
United States, Latin America and the outer 
‘sterling area, at the same time that the proceeds of 


49 Thus, Denmark’s trade deficit in the first half of 
1950 was about as large as in the full years 1948 and 
1949. The sharp rise in the cost of living after devalua- 
tion led to wage adjustments. Pressure on the balance of 
payments from wage increases and other inflationary 


exports to the United Kingdom, largely dependent 
on contractually fixed prices, did not increase cor- 
respondingly.*°. In fact Denmark’s export surplus 
with the United Kingdom was replaced by a 
deficit after the devaluation. 


Of particular significance in connexion with 
possible adjustments in the pattern of the region’s 
trade are its transactions with the United King- 
dom. Before the war continental western Europe 
was able to finance a large part of its current 
transactions with the rest of the world, including 
the dollar area, through a trade surplus with the 
United Kingdom (which was close to $400 million 
in 1938); but recently this region has incurred a 
deficit with the United Kingdom, which exceeded 
$100 million in the first half of 1950. It will be 
recalled that while in the first half of 1949 several . 
continental OEEC countries, notably Belgium and 
Switzerland, earned substantial amounts of gold 
in their transactions with the United Kingdom, in 
the corresponding period of 1950, on the contrary, 
the United Kingdom earned a small amount of — 
gold from these countries. While the situation 
described may be temporary, and the United 
Kingdom’s surplus may decline or disappear with 
the further expansion of western Germany’s ex- 
ports to European countries, the prospect of a 
return to a European surplus in trade with the 
United Kingdom appears more remote. The 
capacity of the United Kingdom to finance a deficit 
with continental western Europe depends, in the 
long run, on its ability to earn foreign exchange 
in transactions with other regions. This has been 
rendered particularly difficult by the severe reduc- 
tion in the United Kingdom’s income from foreign 
investments (especially when measured in terms 
of current prices) as well as by the large sterling 
liabilities outstanding. The exports of continental 
Europe are thus perforce becoming oriented 
towards other continents. So far they appear to 
have done this in competition with the United 
States; but if the trend should continue, the effect 
would also be felt by the United Kingdom, which 
has traditionally disposed of a large proportion of 
its exports in non-European markets. 


forces grew during the first part of 1950 and led in Aug- 
ust 1950 to a tightening of Danish import restrictions. 
Efforts to find alternative markets for Danish exports in 


continental Europe, particularly in Germany and Italy, 
were also intensified. 
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INTRA-EUROPEAN SETTLEMENTS 


The foregoing discussion, bearing largely on 
payments between western Europe and other 
continents, may be supplemented by informa- 
tion covering intra-European settlements, which 
have attracted increased attention since the recent 
establishment of the European Payments Union. 


It will be recalled that before the war Germany 
had an export surplus with the rest of continental 
Europe, while the United Kingdom was a net 
importer from the continent, including Germany. 
With Germany temporarily eliminated as the chief 
supplier of manufactured goods, the United King- 
dom partly assumed this role and, after establish- 
ing a large export balance during the period of 
relief operations in 1946, maintained a moderate 
surplus with continental Europe during 1947 and 
1948. After a setback during 1949, prior to 
devaluation, the emergence of a substantial export 
balance in the United Kingdom’s favour in 1950 
marked a further deviation from the pre-war 

pattern. Belgium, Sweden and Switzerland, having 
emerged from the war in a relatively strong 
economic position, became the leading creditors 
during the early post-war period. Thus, some 
countries in the region approached a balance or 
even a small surplus on goods and services with 
the rest of the world, though continuing to incur 
a deficit with the dollar area. Others—such as 
Austria, Denmark, Greece, Norway and western 
~Germany—continued to have a deficit in such 
transactions generally, a situation which, except 
in the case of Germany before 1950, resulted to 
a considerable extent from trade deficits with 
other European countries. 


In view of the breakdown of multilateral trade 
and the almost complete discontinuation of long- 
term capital movements among European coun- 
tries, the extent to which an imbalance in payments 
could be sustained through intra-European financ- 
ing alone was limited. By 1948 the credits 
extended by European countries under various 
bilateral payments agreements had largely become 


50 It has been estimated that from the end of the war 
to January 1950 Swiss banks granted long-term credits 
of $133 million, of which $106 million was extended to 
France. In addition Netherlands and Belgian public 
authorities floated long-term securities in Switzerland 
amounting to $57 million. See Organisation for Euro- 
pean Economic Co-operation; Report on International 
Investment (Paris, 1950). 


exhausted. Apart from investments by several 
countries in their oversea territories and associ- 
ated monetary areas, to which attention has been 
called above, there was little export of long-term 
capital—only Switzerland permitted a relatively 
free outflow of capital.°° 


In these circumstances, with a view to avoiding 
close bilateral balancing of trade within Europe, it 
was decided to utilize a portion of the dollar funds 
supplied through the European Recovery Program 
to finance deficits in trade between various par- 
ticipating countries. An agreement concluded 
among these countries in October 1948 provided 
that dollar funds should be made available to 
countries that were creditors on intra-European 
account on condition that such countries extended 
equivalent grants—so-called “drawing rights’”— 
to participating intra-European debtor countries. 
Thus, the intra-European debtor countries were 
to receive a combination of dollar aid and draw- 
ing rights with which to cover their total balance 
of payments deficit. The intra-European creditors, 
on the other hand, were to be paid in dollars for 
their surpluses with countries within the region. 
Under the agreement of October 1948 the drawing 
rights were available only to finance deficits with 
the country granting them; under the subsequent 
scheme for the year ending 30 June 1950 this 
bilateral feature was partly modified by the provi- 
sion that deficit countries might use 25 per cent 
of their drawing rights to meet a deficit with any 
European creditor.® 


During the period covered by the payments 
agreements described above, substantial changes. 
occurred in the balances arising in intra-European 
transactions. Among the factors causing these 
changes were national differences in the degree of 
inflation or deflation, speculative transactions in 
anticipation of devaluation and devaluation itself, 
the relaxation of import restrictions and finally, 
the improvement in the supply and export posi- 
tion, particularly of western Germany. 


During 1948 intra-European payments, as is 
shown in table 81, were characterized by a large 


51 Because Belgium’s intra-European surplus was ex- 
pected to exceed its estimated deficit with the dollar area, 
under the second agreement Belgium granted both draw- 
ing rights of $113 million and special long-term credits 
of $88 million to France, the Netherlands and the United 
Kingdom, its main debtors. Furthermore, somewhat more 
than 50 per cent of the drawing rights granted by Bel- 
gium were made multilateral. 
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surplus in favour of the United Kingdom, financed 
through drawings by the European countries on 
their accumulated sterling balances; by the strong 
creditor position of Belgium and Switzerland; and 
by the large deficit of France, financed to a 
considerable extent through drawing rights. West- 
ern Germany, though its European trade was 
small, also emerged with a surplus as the result of 
severe restrictions on imports from other European 
countries. 


In 1949 significant changes occurred prior to 
devaluation. Belgium and Switzerland strength- 
ened their creditor position, but the United 
Kingdom incurred a large deficit during the second 
and third quarters of the year, as the result of 
increased imports and a decline in exports, perhaps 
partly in anticipation of devaluation. In the 
second half of the year France became a net 
creditor owing to a sharp rise in exports. 


Further changes occurred after the devaluations 
in 1949, which appear to have reflected in con- 
siderable measure changes in the supply position 


of the different countries and various short-run 
factors. The previously persistent credit bal- 
ance of Belgium was greatly reduced, while that 
of Switzerland was eliminated and transformed 
into a deficit. The balance of the United Kingdom 
became active as the result of larger exports. It 
should be observed that the balance attributed to 
the United Kingdom in table 81 includes the trade 
surplus of the United Kingdom’s oversea depen- 
dencies and certain other parts of the sterling area 
with other OEEC countries, which rose substan- 
tially in the first half of 1950 as the result of the 
increased prices of their exports of raw materials. 
France, after a temporary setback in the first 
quarter of 1950, re-established the creditor bal- 
ance held during the latter part of 1949. Ger- 
many’s exports rose rapidly, but its imports rose 
even more following the relaxation of import 
restrictions, so that a substantial deficit emerged. 
In view of the shifts, particularly in the position 
of the United Kingdom and Germany, it is not 
surprising that the actual pattern of intra- 
European balances deviated from that anticipated 


Table 81. Net Surpluses and Deficits of QEEC Countries with One Another,? 1948 to 
1950 (First half) 
(in millions of current United States dollars) 
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Source: Organisation for European Economic Co- 
eater Pee Study of the Working of the Agree- 
ments for Intra-European Payments and Compensati 
(Paris, 9 November 1950). z Sed 


a Figures are based on the returns submitted by cen- 
tral banks to the Bank for International Sestlements for 
compensation purposes and indicate the change in net 
credits or liabilities of each central bank towards the 


others. They include some capital transactions 

as balances on goods and services. The figures pete 
include drawing rights under the intra~-European Pay- 
ments Agreement and credits under the European Pay- 
ments Union. The balances of each country include the 
transactions of the whole of its monetary area. Thus 
Iceland, Ireland and other countries in the sterling area 
are included with the United Kingdom. 
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A 


when the drawing rights were established under 
the payments agreement of 1949-50.°? 


In September 1950 a new and substantially 
different agreement on intra-European settlements 
was concluded by the countries participating in the 
European Recovery Program. The agreement took 
into account the large expansion in intra-European 
trade that had occurred in 1949 and the first part 
of 1950 and the relative stabilization of the 
internal financial situation in western European 
countries; it was designed to stimulate further 
extension of trade on a multilateral basis and 
thus to overcome the essentially bilateral and 
inflexible character of the previous arrangements. 


The agreement of September 1950 established 
a European Payments Union (EPU), the mem- 
bers of which are committed to periodic settle- 
ment within the group of all balances (in excess 
of established quotas) in western European cur- 
rencies that arise through current transactions 
among members. Thus each country will be able 
to apply surpluses with some countries to offset 


-~ deficits with others and will be concerned only 


with its balance with the EPU as a whole. The 
arrangement does not eliminate national exchange 
controls. An important feature is the inclusion of 
the oversea areas, including the entire sterling 
area, in which currencies of the members circulate 
freely. Thus members are able to finance imports 
of raw materials and foodstuffs from the outer 
sterling area through surpluses with other areas of 
the union or through the credit facilities the 
union affords. 


The European Payments Union establishes a 
system for extending limited credits to offset 
deficits. Each member country in deficit with the 
union is entitled to a credit up to 60 per cent of a 
quota determined by the relative size of the 
country’s external (current) transactions in 1949; 
conversely, creditor countries are committed to 
finance a surplus with the union up to 60 per cent 


52 During the eighteen months from October 1948 to 
March 1950 the drawing rights covered 32 per cent of 
the deficits (and surpluses) arising between countries 
participating in the scheme, and the percentage from 
July 1949 to March 1950 was substantially lower than 
in the previous period. During the nine months ending 
30 March 1950, Denmark, France, Portugal and Turkey 
had surpluses even though they were entitled to net 
drawing rights under the payments scheme. Germany 
and the United Kingdom, on the other hand, which had 
granted net drawing rights, actually incurred deficits. 


of quotas. Balances not settled in this way are to 
be paid in gold or United States dollars. A further 
degree of convertibility into gold or dollars is 
established by the provision that credits received 
in excess of 20 per cent of a country’s quota are 
to be matched by partial payment in gold and 
dollars, the proportion increasing with the credits 
received. A similar but more steeply graduated 
scale is provided for gold and dollar payments 
by the EPU to creditor countries. To finance 
possible gold and dollar payments in excess of 
receipts from debtors, the union has been provided 
with working capital of $350 million in United 
States dollars from funds available under the 
European Recovery Program. 


Both the size and the conditions of use of the 
union’s credit facilities indicate that they are 
intended to cover short-term requirements. The 
present agreement extends only to 30 June 1952 
and stipulates that net credits outstanding on that 
date are to be repaid normally within three years. 
However, provision is also made for the possibility 
of financing intra-European balances beyond the 
scope of EPU credit facilities through a system 
similar to that of the drawing rights and condi- 
tional aid under the pre-existing scheme. Thus, 
Belgium, Sweden and the United Kingdom, which 
were regarded as the major potential creditors, 
have assumed so-called starting debits. Countries 
extending such credits will be entitled to equiv- 
alent amounts of conditional aid under the 
European Recovery Program.*? Starting credits, in 
excess of the quotas described above, have been 
accorded to Austria, Greece, the Netherlands, 
Norway and Turkey; all of these except Turkey 
have continued in recent months to incur substan- 
tial deficits in their transactions with other coun- 
tries in the region. Under the rules of the EPU, 
however, these starting debits and credits are not 
to give rise to gold transfers until June 1951. 


The agreement for the European Payments 
Union also provides for the consolidation of 


53 While aid to the United Kingdom under the Euro- 
pean Recovery Program was scheduled to be suspended 
on 1 January 1951, the United Kingdom will remain a 
full participant in the European Payments Union. Of 
the allotments of aid to the United Kingdom, amount- 
ing to $175 million for the six months ending 31 De- 
cember 1950, $150 million was considered conditional 
aid as an offset to the starting debit assumed by the 
United Kingdom upon entering the European Payments 
Union. 
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unfunded debts outstanding between members on 
30 June 1950. The most important of such 
obligations are the short-term liabilities of the 
United Kingdom to various European countries 
(particularly France, Italy, Portugal and Sweden) 
which, as shown in table 79, amounted to £378 
million on that date. Arrangements have since 
been concluded covering the gradual liquidation 
of a substantial portion of such liabilities. At the 
same time, the short-term liabilities of Denmark 
and Norway to the United Kingdom were similarly 
disposed of. The United Kingdom has announced 
that, irrespective of funding arrangements, all 
sterling balances in the hands of members of the 
EPU on 30 June 1950 may be used to settle any 
deficits with the union. This commitment was 
rendered possible through the undertaking by the 
United States to compensate the United Kingdom 
for any loss in gold or dollars that might result.°* 


By providing for the partial settlement of 
intra-European balances in gold (or dollars) the 
agreement sought to afford incentives for Euro- 
pean debtor countries to correct balance of pay- 
ments disequilibria. This arrangement was supple- 
mented by agreements under which members of 
the European Payments Union undertook to relax 
direct controls on their mutual trade and also on 
certain types of intra-European payments, par- 
ticularly the transfer of income from investments, 
and to administer such controls within the region 
on a non-discriminatory basis after 1 January 
1951. In conjunction with the provision for gold 
settlements, the undertakings regarding commer- 
cial policy were intended to encourage the lessen- 
ing of disequilibria by adjustments in the internal 
economic situation of member countries rather 
than by direct controls on imports. A progressive 
relaxation of import restrictions was envisaged to 
cover, by the end of 1950, 75 per cent of the 


value of private trade among the participants 
in 1948.5 


The most striking development during the first 
period of operation of the European Payments 


54 See Economic Cooperation Administration, Ninth 
Report to Congress (Washington, D.C., November 
1950), page 30. 

55 This undertaking has been subjected, however, to 
reservations by several countries in the light of recent 
developments. Thus, France reserved its position on fur- 
ther relaxation in view of recent increases in the price 
of imported raw materials, particularly from the ster- 
ling area. The Netherlands expressed concern over the 


Union, shown in table 82, was the growth of 
western Germany’s deficit, which reached $177 
million during the three months ending September 
1950 and grew to $357 million by the end of 1950. 
This situation has been attributed partly to tempo- 
rary factors, including the lag between the increase 
in Germany’s exports of manufactures and its 
imports of primary products and an unusually 
heavy accumulation of stocks by German im- 
porters, believed to reflect to some extent an 
anticipated appreciation of sterling. The deficit 
emerged despite the rise in Germany’s exports 
during the third quarter of 1950 by more than 
20 per cent above the level in the preceding 
quarter. Since Germany’s quota in the union is 
$320 million, special action was required if the 
depletion of Germany’s gold and dollar reserves 
(about $200 million on 30 June 1950) was to be 
avoided and if Germany’s membership in the 
union was to be maintained. Accordingly, the 
union in November 1950 granted western Ger- 
many a special credit of $120 million to be 
repaid before 31 December 1951. At the same 
time western German authorities took measures 
to curb the expansion of bank credit and to 
control speculative imports. 


A large part of the growth of the German deficit 
resulted from transactions with the sterling area 
and France, whose surpluses with other countries 
in western Europe also increased considerably. 
By the end of 1950 Denmark and the Netherlands, 
on the other hand, had approached the point at 
which gold payments to the European Payments 
Union were required. While some of the strains 
indicated by these developments are of a tempo- 
rary nature, they serve to indicate that further 
adjustments in the oversea trade of western 
Europe are needed. One difficulty of the industrial 
European countries lies in the recent heavy 
increase in the prices of raw materials, felt 
particularly in the financing of imports from the 
outer sterling area. In the first half of 1950 the 
trade deficit of the continental OEEC countries 


effect on its position in the event that import restric- 
tions were intensified by Germany as the result of its 
greatly expanded intra-European deficit in the third quar- 
ter of 1950. Countries with low tariffs also entered a 
reservation by making their action contingent on the out- 
come of current multilateral tariff negotiations being 


Te ie under the General Agreement on Tariffs and 
rade. 
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Table 82. 


Operations of European Payments Union, 1 July to 31 December 1950 


(In millions of United States dollars) 
el ee ee er ee See 


Country Net surplus 

deficit ( —)a 
PAISUI Aes OE hae te gc hice —37.4 
Belgium-Luxembourg ..... 21.8 
Denmark Masiag vn ache ae —38.4 
TAN CC abe tales ahs ck 212.4 
Germany eee cree ee eee —356.7 
GTECCER Megha s Metre as —70.8 
Jeelande aes, alee ase ee —3.3 
Tiglyeeis .. A CMeers ee he —30.9 
Netherlands! immerse sce. one —107.9 
INAVENEL s, oo ee a eee es —S51.1 
HOLeu pal peer ce et St S 36.8 

SWOCEI: eee eee we. ; Bal - 

Switzerland: yaywsty. eo. oe msl 26 
SSK Vara Pe, 28 oto 33 
United Kingdom: 23... 28 433.0 
Total 7 ==709:5 


Use of quota 


Credit Gold or Amount of 
granted or dollars initial debit 
Quota received (—) received or or credit (—) 
paid (—) balance used 
70 - - —37.4 
360 - - 21.8 
195 —38.4 - _ 
520 158.2 54.2 - 
320 —192.0 —128.0 —36.7b 
45 — - —70.8 
15 - - —3.3 
205 —30.9 - - 
330 —75.5 —2.4 —30.0 
200 — - —S51.1¢ 
70 25.4 11.4 - 
260 - - _ 
250 - —12.64 _ 
50 33) - - 
1,060 247.5 35.5 150.0 
| 436.4 101.1 171.8 
—336.8 —143.0 —229,3 


Source: Organisation for European Economic 
Co-operation, press releases of 21 December 
1950 and 17 January 1951; and A European 
Payments Union (Paris, 1950). 

a For definition of balances see table 81. 

b Covered outside the quota under a special 
credit to Germany. 

¢ Including $50 million as a grant and $1.1 


with that area was close to $350 million, and 
recent price trends are likely to raise this balance. 


OTHER AREAS 


The countries included in table 72 under the 
heading “rest of world” consist mainly of eastern 
European and Middle Eastern countries, a number 
of Far Eastern countries, especially China, Indo- 
nesia, Japan and the Philippines, and certain 
areas in Africa, including the dependent territories 
of the continental OEEC countries outside the 
sterling area. The areas in this group have in 
common mainly the fact that their deficits with 
the dollar area were substantially reduced between 
1949 and 1950, except for eastern Europe, which 
was already in balance with the dollar area in 
1949. In other respects their balance of payments 
position reflected widely different tendencies. 


The situation of eastern Europe was determined 
chiefly by the fact that capital movements played 
an unimportant part in its relations with other 
regions. Hence the trade of eastern European 
countries tended to be Closely balanced over fairly 


million provided to Norway as a loan. 

ad Switzerland chose to settle a cumulative 
deficit of $27.3 million in dollars at the end of 
November, upon entering the European Pay- 
ments Union, and thus did not use credit avail- 
able under its quota. Switzerland was subse- 
quently repaid $14.7 million in dollars for its 
surplus during December. 


short periods. Minor temporary deficits occurred, 
however, and were offset by mercantile credits 
under trade or payment agreements. Surpluses 
earned in transactions with the United Kingdom 
were used to finance imports from other parts of 
the sterling area. 

Export surpluses of the Union of Soviet Socialist 
Republics with other eastern European countries 
were financed by medium-term credits, such as 
that to Poland under the agreement of January 
1948 providing for a loan of $450 million over a 
period of five years. Agreements have also been 
made by the Soviet Union with other eastern 
European countries under which capital equip- 
ment is supplied by the former on credit. In the 
case of Czechoslovakia, an agreement of Decem- 
ber 1948 with the Soviet Union provided for a 
loan by the latter of gold and hard currency to 
help finance Czechoslovakia’s deficits with coun- 
tries outside the area. Agreements in force between 
Czechoslovakia, Finland, Poland and the Union 
of Soviet Socialist Republics at the end of June 
1949 also provided for some degree of multilateral 
compensation of surpluses and deficits in transac- 
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tions among the four countries. During the period 
under review the international trade of Yugoslavia 
was diverted from the rest of eastern Europe 
owing to political difficulties. In 1950 Yugoslavia 
received loans from the United States to assist 
in relieving the food shortage. 


With the political change in China, that coun- 
try’s international transactions underwent a pro- 
found modification. The large trade deficits of 
1947 and 1948 were reduced with the decline of 
imports in 1949. The value of China’s exports to 
the United States actually increased somewhat dur- 
ing the first nine months of 1950 compared with 
the corresponding period of 1949, but imports 
dropped sharply, leaving a considerable Chi- 
nese trade surplus. The decline in China’s im- 
ports from the United States appears to have 
been more than offset by increased imports 
through Hong Kong, particularly after the out- 
break of hostilities in Korea.°* Incomplete statis- 
tics indicate that China’s trade during the first six 
months of 1950 may have resulted in a small 
trade surplus.*’7 In February 1950 the Central 
People’s Government of the People’s Republic of 
China received a credit of $300 million from the 
Union of Soviet Socialist Republics to be expended 
over a five-year period, beginning January 1951, 
for the payment of imports from that country. 
The credit is to be repaid in ten equal instalments, 
beginning December 1954, in Chinese raw ma- 
terials and gold or United States dollars. During 
1950 some steps were also taken to expand the 
trade of China with other eastern European 
countries under barter agreements. 


One of the most significant changes during the 
period under review was the improvement in 
Japan’s balance of payments. During the early 
post-war years, Japan, like the western European 
countries, incurred large deficits, particularly with 
the United States, which were financed by special 
governmental assistance from that country. In the 


56In November 1950 the United States Government 
took action to require specific authorization for all 
United States exports destined for China proper, Hong 
Kong and Macao, to forbid United States ships from 
calling at ports under the control of the Central People’s 
Government of the People’s Republic of China, and to 
freeze Chinese assets in the United States. In December 
the new administration ordered an embargo on exports 
to the United States and Japan, transactions in United 


States dollars were suspended and United States assets 
in China proper were frozen. 


year ending 30 June 1950, as a result of rapid 
recovery in production, Japan reduced its deficit 
on goods and services to $220 million, compared 
with $352 million in the preceding year. At the 
same time it made net repayments of $79 million 
on United States short-term credits and added 
$111 million to its short-term assets, an accom- 
plishment which would not have been possible, 
however, without the continuation of substantial 
aid from the United States.** 


Japan faces serious problems in achieving 
equilibrium in international transactions. The 
Japanese economy was closely linked before the 
war to that of neighbouring Asian countries, 
particularly China and Korea; Japan obtained 
primary products from them and supplied them 
with manufactures. Political changes have dis- 
rupted relationships with China and Korea, and 
elsewhere in Asia the growth of population and 
the programmes of economic development have 
been associated with the retention of primary 
products for domestic consumption or processing. 
Under conditions of currency inconvertibility, 
post-war export surpluses with countries in south- 
east Asia and elsewhere were not available to off- 
set the greatly increased import balance with the 
United States. The difficulty was increased by the 
decline in world demand for Japanese exports 
of silk. In general, Japan was confronted with 
payments problems akin to those of western 
Europe, the solution of which may require further 
changes in the structure of Japanese production 
and trade. The prospects for the expansion of 
Japan’s export markets, particularly in south-east 
Asia, will be considerably affected, of course, by 
the extent to which the latter region’s economic 
development is assisted by an inflow of capital, 
especially from the United States. 


Before the war, the relationship of Indonesia to 
the Netherlands was similar to that of the British 
dependencies to the United Kingdom in the sense 


57 See United Nations, Direction of International 
Trade, 15 January 1951, a joint publication of the Inter- 
ee uae the International Bank for Re- 
construction an evelopment, and th isti 
of the United Nations. e oie 

58 These data are based on “International Transactions 
of Japan”, 8 August 1950, a report issued by the Su- 
preme Commander for the Allied Powers and cited in 
Report to the President on Economic Policies (United 


States Government Printing Office, Washi 
10 November 1950). 2 » Washington, D.C., 
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that surpluses earned by Indonesia in transactions 
with the United States contributed towards financ- 
ing deficits with the metropolitan country which 
arose largely on account of the transfer of income 
on Netherlands investments. The currencies earned 
in this way by the Netherlands thus assisted in 
meeting its own deficit with the United States. 
Since the war Indonesia has incurred large deficits 
on current account, which, as was pointed out 
above, have been financed in large measure by 
grants and long-term loans from the Netherlands. 
In addition, in February 1950, the Export-Import 
Bank authorized a loan of $100 million to Indo- 
nesia to finance imports of capital goods from the 
United States for reconstruction purposes. The 
recovery in Indonesia’s output of such commodi- 
ties as rubber and tin, and the rise in United 
States demand for these goods towards the end 
of 1949, resulted in a surplus on Indonesia’s 
merchandise account with the rest of the world in 
the first half of 1950. This tendency was reinforced 
by financial measures introduced in March 1950 
to-restrict non-essential imports. 


The Philippines, which customarily had a 
surplus on current account before the war, has 
incurred considerable deficits in the post-war 
years owing to the extremely large volume of 
imports for reconstruction and other purposes, and 
to the drop in exports. The deficits were financed 
primarily by United States governmental disburse- 
ments, which amounted to $1,300 million during 
the period 1945 to 1949 and exceeded export 
receipts throughout these years. A substantial 
inflow of private funds for the reconstruction of 
foreign-owned enterprises during 1947 and 1948 

_ dwindled in 1949 and was exceeded materially by 
the outflow of private remittances, the repayment 
of loans and the transfer of profits of foreign 
enterprises. The situation became unstable as 
imports continued on a high level, particularly in 
view of the prospective diminution of United 
States governmental disbursements. The outflow 
of private funds took on the proportions of a 
capital flight towards the end of 1949 and, with 
the demand for imports unabated, severe trade 
and exchange controls became necessary to bal- 


59 This is not always reflected in official gold holdings, 
since the gold is often purchased by private persons for 
hoarding or other purposes. The gold holdings of the 
Government and the Bank of Lebanon increased from 
$1.7 million at the end of 1948 to $12.7 million at the 


ance international payments. In the first half of 
1950 imports were cut by nearly 40 per cent and 
exports rose slightly, but United States Govern- 
ment disbursements were reduced to about 60 per 
cent of the 1949 level. Since an expansion of 
Philippine exports is not likely to be of such 
magnitude as to offset further prospective declines 
in United States governmental expenditures, the 
Philippines is faced with the need to make sub- 
stantial adjustments in its domestic economy and 
in its international transactions. 


The position of the Middle Eastern countries in 
international trade and payments stems primarily 
from their relationship to other countries as 
suppliers of petroleum products and, in the case 
of Egypt, of raw cotton. While world production 
of petroleum declined slightly from 1948 to 1949, 
the output in the Middle East rose by over 20 per 
cent, the principal increases being in Iran, Kuwait 
and Saudi Arabia. The growing importance of 
the region in supplying the needs of western 
Europe, particularly, has been reflected in an 
inflow of long-term capital both from western 
Europe, especially the United Kingdom, and from 
the United States, to finance imports of equipment 
and local expenditures associated with the produc- 
tion of oil. The royalty payments and local 
expenditures of the oil companies have served to 
raise the foreign exchange receipts not merely of 
the oil-producing countries but also of certain of 
the neighbouring countries, such as Lebanon and 
Syria, where pipelines and refineries have been 
constructed. These receipts have financed foreign 
deficits and have even permitted the accumulation 
of foreign exchange reserves and net imports of 
gold in some cases.°® 


Egypt had a favourable balance on current 
account in 1949—a deficit on merchandise ac- 
count being more than offset by net receipts from 
other current items, particularly Suez Canal dues. 
A current surplus with the sterling area in that 
year was accompanied by a deficit with hard 
currency countries and other areas, which Egypt 
financed through releases from sterling balances, 
made convertible into hard currency, and through 
the purchase of dollars from the International 


end of 1949 and to $20.0 million at the end of June 
1950. In a statement to the Egyptian Senate in June 
1950, the Egyptian Minister of Finance stated that the 
Government’s policy was to continue accumulating gold 
and dollar reserves for currency backing. 
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Monetary Fund and a loan from the Export- 
Import Bank of Washington. 


In 1950 Egypt achieved a surplus in current 
transactions with the dollar area, as a result of 
import restrictions combined with an expansion 
of exports to the United States, largely due to the 
rise in the price of raw cotton. Egypt was able to 
pay $8.5 million in gold and dollars to the Inter- 
national Monetary Fund in July 1950, of which 
$3 million was on account of its purchase of 
dollars in the previous year and the remainder to 
adjust its gold subscription to the Fund. In 
September 1950 it was announced that the United 
Kingdom and Egypt would begin negotiations in 
November for the settlement of Egypt’s outstand- 
ing sterling balances, estimated at about £320 
million, of which some £250 million was blocked. 

Following an agreement with the United King- 
dom in 1947, Iran was allowed to convert current 
sterling earnings into dollars in respect of essential 
imports from the doliar area unobtainable on 
equal terms from the United Kingdom. In addition 
the United Kingdom made payments to Iran for 
war-time use of the Iranian railway system, and 
part of these payments were to be made available 
in dollars if required.*° The whole of Iran’s deficit 
with the dollar area, estimated at about $90 
million for the year ending March 1950, was 


80 The balance was covered by sterling which carried 
a revaluation guarantee. Thus Iran’s holdings of sterling 
increased considerably after the sterling devaluation of 
September 1949. The sterling balances of Egypt, Israel 
and Jordan were unaffected by devaluation. 


Part II. Changes in International Trade and Payments 


financed by dollars obtained in transactions with 
the United Kingdom. Thus, both Egypt and Iran 
have virtually had access to the resources of the 
sterling area dollar pool to meet deficits with the 
dollar area without themselves being members of 
the sterling area. In 1950 Iran received a credit of 
$25 million from the Export-Import Bank. 


In Israel and Jordan current account deficits 
have been financed to a significant extent by 
drawings on sterling balances, largely accumulated 
during the war. The inflow of private donations 
and investments, and an Export-Import Bank loan 
of $100 million authorized in 1949, have financed 
the bulk of the large current deficit of Israel. 
Early in 1950 an agreement was concluded be- 
tween Israel and the United Kingdom providing 
for the settlement of mutual financial claims, 
including Israel’s sterling balances, estimated at 
£30 million at the end of 1949, of which £25 
million was blocked. These balances were drawn 
on in 1950 to finance Israel’s imports from the 
sterling area. In Lebanon and Syria merchandise 
deficits have been covered by drawings on accu- 
mulated balances of French francs as well as by 
profits on transit trade in merchandise and gold, 
tourist expenditures and remittances from emi- 
grants. Early in 1950 Syria received a loan of 
$6 million from Saudi Arabia to finance the 
building of the port of Latakia with machinery 
previously used in constructing a port at Jidda. 
The new Syrian port is expected to reduce Syria’s 
transit trade through Lebanon. 


Summary and Conclusion 


By the middle of 1950 it was possible to discern 
in international transactions the approach to a 
situation which, while far from satisfactory in 
some respects, nevertheless permitted an increas- 
ing number of countries to maintain their econo- 
mies at levels at least comparable with those in 
the immediate pre-war years despite the reduction 
in the external assistance which some of them 
had been receiving. Since subsequent events are 
exerting a profound effect on international trade 
and finance, it seems desirable to appraise the 
situation as it stood prior to the outbreak of 
hostilities in Korea. 

Although they reduced their deficit with the 
dollar area in 1948, most soft currency countries 


experienced a depletion of their foreign exchange 
reserves that accelerated during the first half of 
1949 and led to intensified trade restrictions in 
the middle of the year, followed by widespread 
devaluation of currencies. There resulted a sub- 
stantial drop in exports from the United States. 
The supply situation in the restricting and devalu- 
ing countries, however, was not adversely affected 
in most cases because of the concomitant rapid 
recovery of production and trade, particularly in 
Europe, which permitted countries to satisfy 
requirements formerly met through imports from 
the dollar area. Growing western European earn- 
ings from shipping and larger receipts from 
United States tourists also contributed to narrow- 
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ing the gap in dollar payments. The reorientation 
of international transactions, which gained mo- 
mentum after the middle of 1949, thus reflects 
the emergence of a greater degree of balance in 
the world’s production and trade and may be said 
to mark the end of the period of post-war recon- 
struction. With the continuance of special assist- 
ance from the United States at a high level, many 
countries were able to begin rebuilding their gold 
and dollar reserves, a process which was aided by 
the reduction of capital flight from western Europe 
to the United States after the devaluations of 1949. 


Despite the trend towards a greater degree of 
balance in transactions between the dollar area 
and the rest of the world, there remained signifi- 
cant elements of disequilibrium in the international 
transactions of important regions of the world. 
The nature of these difficulties is explored in 
some detail in the following two chapters. Here it 
will suffice to note the main features of the 
problem. 


~~ The countries of continental western Europe, 
while maintaining production in some cases well 
above the pre-war level, continued to be unable to 
pay through their own exports of goods and 
services for a substantial part of the essential 
imports of raw materials and foodstuffs which 
could be obtained only from outside the region, 
both in the dollar area and elsewhere. While most 
_countries in the region were affected, the problem 
basically concerned the more highly industrialized 
countries, in particular, Belgium, France and 
western Germany. Without their pre-war export 
surplus with the United Kingdom, and to some 
extent as the result of the stalemate in east-west 
trade in Europe, these countries were seeking 
markets in Latin America and under-developed 
regions to absorb their exports in amounts well 
above pre-war levels. Under prevailing conditions, 
the scope for expansion of their exports in this 
direction appeared limited, however, particularly 
since the United Kingdom and Japan, both tradi- 
tionally suppliers of manufactured goods to the 
same regions, were also under pressure to expand 
their exports in these directions in order to com- 
pensate for changes in their international economic 
position. Of these changes, perhaps the most im- 
portant was the reduction. suffered by the United 
Kingdom in the amount and, especially, in the 


purchasing power of its income from oversea in- 
vestments. Furthermore, the difficulties of conti- 
nental western European countries were increased 
—even before the outbreak of hostilities in Korea 
—by the rise in prices of imported primary pro- 
ducts, both from the Western Hemisphere and from 
the outer sterling area. 


Similar factors impeded effective intra-regional 
settlements among western European countries. 
While some of the difficulties stemming from 
short-term or largely domestic circumstances were 
overcome with the revival of production and 
trade within Europe, the reduction of inflationary 
pressure and the relaxation of trade restrictions, it 
appeared that the problem of regional settlement 
of accounts within Europe could not easily be 
separated from that of settling Europe’s accounts 
with the outside world. 


The narrowing of the deficit with the dollar 
area and the reconstruction of gold and dollar 
reserves had proceeded further by mid-1950 in 
the United Kingdom than in other western Euro- 
pean countries. It should be borne in mind, 
however, that while the quantum of the United 
Kingdom’s exports had reached an unprecedented 
level, the improvement in its dollar reserves was 
due in considerable measure to its position as 
repository of the reserves of the rest of the sterling 
area (other than the Union of South Africa). As 
the United Kingdom’s gold and dollar reserves 
grew, its liabilities to the sterling area also ex- 
panded. The recent expansion of sterling liabilities 
was accompanied by a rise in the prices of 
imported raw materials and foodstuffs from the 
outer sterling area, as the result not only of devalu- 
ation but also of other factors. The issue of the 
United Kingdom’s competitive position in trade 
with the dollar earning countries of the outer 
sterling area remained crucial. 


While the United Kingdom thus assumed new 
sterling liabilities, there remained the large residue 
of such liabilities accumulated previously. By 
mid-1950 important progress had been made 
towards liquidating part of the older liabilities or 
converting them into long-term obligations. How- 
ever, the rate at which the remainder might be 
disposed of remained uncertain. On this issue 
depended to an important extent the external 
financing that might be available for economic 
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development programmes in India, Pakistan and 
other countries in the Middle East and in south- 
east Asia. 


Largely for different reasons the international 
transactions of many countries outside western 
Europe remained in precarious balance or in nom- 
inal balance sustained only by direct controls on 
trade and payments. This situation persisted de- 
spite considerably increased prices of the principal 
foodstuffs and raw materials exported from these 
areas. The strain on the balance of payments of 
many such countries resulted from domestic 
inflationary pressure inherited from the war or 
linked with the financing of their economic devel- 
opment. The effort to maintain relatively high 
rates of investment, given the pressure of popula- 
tion and the inadequate level of food production 
in some under-developed countries, was bound to 
have an adverse effect on their external payments 
in the absence of a large inflow of capital from 
abroad. While the rate of long-term lending by 
the International Bank for Reconstruction and 
Development and the Export-Import Bank had 
increased by the middle of 1950 and some further 
expansion was in prospect, it was clear that this 
would not suffice to sustain the levels of invest- 
ment and consumption sought by many under- 
developed countries. Long-term capital movements 
of the normal commercial variety continued to 
play a very limited role in international transac- 
tions—except in the field of mineral development 
in a few areas. While the exchange restrictions 
deterring international investments might be ex- 
pected to abate with the increased dollar earnings 
of some areas, the outflow of United States private 
capital is likely to be confined largely to the 
Western Hemisphere in view of continued un- 
certainties in the international political situation. 


61 The deficit on goods and services of the rest of the 
world with the United States dropped from $800 million 
in the second quarter of 1950 to $70 million in the third 
quarter. While the previous decline in the deficit had 
resulted mainly from a drop in imports from the United 
States, the reduction in the third quarter of 1950 was 
due mainly to the increased value of exports to that 
country, of which two-thirds represented an increase in 
quantum and the rest a rise in prices. Some of the re- 
duction in the deficit, however, reflected not only sea- 
sonal but also other factors unrelated to the rearmament 
programme. 

During the third quarter there was an extraordinarily 
large outflow of United States private capital, both short- 
term and long-term, much of which, however, was of a 
temporary or special nature, including speculative move- 
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Just as there was a close link between the aid 
extended to Europe under the European Recovery 
Program and the balance of payments position of 
areas outside Europe, so in mid-1950 the flow 
of capital from the United States to the under- 
developed regions appeared as one of the signifi- 
cant factors that would determine the nature of 
the solution to the outstanding payments difficul- 
ties of other countries, particularly in western 
Europe. The impact on the balance of payments 
of western European countries of an expanded 
rate of capital flow to under-developed countries 
would depend, of course, on the extent to which 
the former countries could expand their exports 
to such regions. 


The outbreak of hostilities in Korea introduced 
a new set of forces affecting international transac- 
tions. While the impact of the recently initiated 
programmes of rearmament cannot yet be fore- 
seen in detail, some of the main tendencies at 
work have become apparent. 


One of the most immediate results has been the 
reinforcement of the previous movement towards 
the narrowing of the deficit of the rest of the 
world with the United States on account of goods 
and services.*t The chief beneficiaries of the ex- 
pansion of exports to the United States have been 
countries in the Western Hemisphere, the outer 
sterling area and other regions exporting primary 
products, and the same countries are likely to 
profit from the continued growth of United States 
demand. The net effect on western Europe cannot 
easily be anticipated. Countries in this region 
are likely to be in a better position to earn dollars 
in transactions with the United States as well as 
other areas. On the other hand, the intensified 
demand resulting from rearmament programmes 
may be expected to raise further the prices of 


ments to Canada and a private loan to France of $225 
million, the proceeds of which were reinvested in United 
States securities. Direct investments, according to pre- 
at : eee pamolnted to about $200 million, 
million above the average quar i 

peewee on ge quarterly rate during the 

These tendencies, together with the continuation of 
assistance under the European Recovery Program, though 
at a considerably reduced rate, resulted in the accumu- 
lation of additional foreign gold and dollar assets in the 
United States of $1,600 million during the quarter. In 
comparing this with the corresponding figure of $679 
million in the preceding quarter, allowance should be 
made for the abnormal capital movements referred to 
above. (See United States Department of Commerce 
Survey of Current Business, December 1950.) : 
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their imports of raw materials and foodstuffs, 
which will tend to weaken their balance of pay- 
ments, not only with the Western Hemisphere, 
but also with the outer sterling area and other 
regions. 


Of more fundamental importance than price 
movements, perhaps, is the potential direct impact 
of the armaments programmes on the supply 
position of western European countries. This is of 
a twofold nature, arising both from world-wide 
shortages of raw materials and from the diversion 
of domestic resources to use for armaments 
programmes. To the extent that the capacity of 
these countries to produce for export is reduced 
by the direct encroachment of armaments produc- 
tion on their supply position, they will not be 
able to take advantage of the trade possibilities 
afforded by the expanded dollar earnings of over- 
sea countries producing raw materials. 


While the financial position of the oversea raw 
material producing countries is likely to be con- 


—— 


siderably strengthened by recent events, their 
prospects of receiving an increased supply of 
imported manufactured goods, or perhaps even 
of maintaining the present volume of imports, are 
not reassuring. Should the impact of the rearma- 
ment programme be so severe as to curtail the 
supply of such goods, the under-developed coun- 
tries would again be confronted with problems 
similar to those that arose during the last war. In 
the absence of adequate imports, their highly 
liquid international financial position would add 
to domestic inflationary pressure. At the same 
time, their development programmes would risk 
being deferred for lack of essential imports. In 
countries which are sources of supply of raw 
materials in greatest demand, the production of 
such raw materials would no doubt attract foreign 
—as well as domestic—capital; but the resulting 
redirection of investment activities would in many 
cases entail a shift of emphasis from the presently 
contemplated programmes of more diversified 
types of economic development. 


Part III 


DOLLAR DEFICITS AND CURRENCY DEVALUATIONS 


Tit sxc 


. 


Chapter 9 


POST-WAR DOLLAR DEFICITS IN 


INTERNATIONAL TRADE 


General Aspects 


The problem of dollar deficits in world trade, 
which became acute after the Second World War, 
had been in the making long before the war. In 
the pre-war period the supply of dollars on current 
account and private long-term capital account by 
the dollar area was less than the use of dollars on 
such account by the rest of the world; moreover, 
the gap was growing continually. The shortage of 
dollars was obscured, however, by increasing gold 
production outside the dollar area and apprecia- 
tion of the value of gold, which provided the 
means for financing the dollar deficit. 


~~ The tendency towards a dollar shortage be- 


came apparent after the Second World War. The 
dollar deficit on account of current and private 
long-term capital transactions increased very 
sharply, primarily because of a steep rise in the 
import balance of the non-dollar area on merchan- 
dise trade account. This was the result of changes 
in both the volume of trade and the price level. 
With respect to volume, the high level of post-war 
investment activity associated with reconstruction 
and economic development in the non-dollar area 
increased its demand for goods from the dollar 
area. This factor was partially offset by an increase 
in imports from the rest of the world by the 
United States and Canada, which resulted from 
the considerable expansion of their levels of 
economic activity. The increase in their imports 
was, however, proportionately less than the rise 
in economic activity, both because the war-time 
expansion of productive capacity had made them 
less dependent on imports than before the war 
and because war-time devastation in the rest of 
the world had reduced its export capacity. In 
addition to these changes in the volume of trade, 
the very large rise in the level of prices of goods 
entering into foreign trade considerably increased 


the size of the dollar deficit on merchandise trade 
account in money terms.* 


On invisible items, the non-dollar world was, as 
a matter of fact, a net earner of dollars. In 
addition, the export of private long-term capital 
by the United States and Canada more than offset 
their net receipts on foreign investment in 1948, 
in contrast to the experience in the nineteen 
thirties when the former was consistently lower 
than the latter. However, net dollar receipts 
through these channels were much smaller than 
net dollar payments on merchandise trade account. 
Moreover, the production of gold in the non-dollar 
world was below the pre-war level, and its price 
remained unchanged. Hence, a large dollar deficit 
emerged which was financed principally by means 
of grants and long-term capital exports by the 
United States and Canadian Governments to the 
rest of the world. 


Table 83 shows both for 1948 and for pre-war 
years the magnitudes of the deficit on current 
account and on private long-term capital account 
of the rest of the world with the United States 
and Canada, which together comprise the bulk of 
the dollar area. While the post-war deficit was on 
a much larger scale than in the pre-war period, 
a significant deficit existed throughout the nine- 
teen thirties, which had to be financed from the 
production of gold in the rest of the world. 

One of the longer run factors in the deficit with 
the dollar area is the trend towards economic 
expansion and development in the rest of the 


1 As will be seen below, this occurred even though 
prices of exports to the United States rose more than 
did the prices of imports from the United States. The 
deficit in the physical volume was so large, however, 
that the larger rise in prices of exports to the dollar 
area could only partially offset the effect of the smaller 
rise in import prices. 
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Table 83. Supply and Use of Dollars, in Selected Years 


(In millions of current United States dollars) 


By payments on current account 
and long-term private capital outflow 


Period Supply of dollars Use of dollars 
by United States by rest of 
and Canada world 

1926-29 Seeger ee 7,011 —6,962 
193 0=3Sieaeete ns 3,345 —3,572 
19342365 eee 2,876 —3,212 
1:93 anaes. § 4,096 —4,472 
1938 4e...e05 3,062 —4,018 
OAS Uae 11,433 —17,339 


Source: United States Department of Com- 
merce, United States in the World Economy 
(Washington, D.C.) and Survey of Current 
Business (Washington, D.C.); Federal Reserve 
Board, Banking and Monetary Statistics (Wash- 
ington, D.C.); Dominion Bureau of Statistics 
(Canada): Canadian Balance of International 
Payments (Ottawa); International Monetary 


world. Another major factor is the fact that 
United States and Canadian imports did not keep 
pace with domestic consumption in these coun- 
tries. This is shown in tables 84 and 85, which 
give the ratios of imports to domestic use of 
various categories of commodities in both the 
pre-war and post-war periods. While lack of 
comparable figures on consumption prevents the 
computation of corresponding ratios in the United 
States for the years before 1929, a comparison of 


Rohe ra Pee sin nme Neti 
use of of rest dollars plus 
dollars of world gold production 

49 309 358 
—227 374 147 
—336 808 472 
—376 899 523 
—956 976 20 

—5,906 615b —5,291 


Fund: International Financial Statistics (Wash- 
ington, D.C.). 


2 Excluding government unilateral transfers. 

> Figure for gold production in the Union 
of Soviet Socialist Republics for 1948 not 
available; production in 1938 estimated at $181 
million. 


imports and national income also shows a down- 
ward trend between 1913 and 1929. 


The several sections of this chapter examine in 
detail the factors that contributed to the sharp 
increase in the deficit of the rest of the world with 
the United States and Canada between 1935 and 
1948.2 In view of the large change in the level of 


2 The year 1935 was selected as the nearest pre-war 
year base for comparison, because it was subject to 
smaller cyclical fluctuations in international trade than 
later pre-war years. 


Table 84. Ratios of Imports to Domestic Use, by Categories of Commodities, in the 
United States, in Selected Years 


(In percentages; at 1929 prices) 
eee 


Ratios 
ener of ‘ Tiregres of 
manufacture ; 

Period total alatiaer: ce Imports of tumour a 
expenditure on foodstuffs to crude materials manufactures 
eer. pe ph tab andd to total — to total » 

services) ba food rg Sol har gp anatecina 2 
1929. AF ie eae. Ls EE ee 3.70 4.88 le, 4.13 
1930233. ahh. Se Soe. Sea BP27/ 4.48b 8.57 
CEES, Via ONES a CmP) 4.71b 7.02 373 
(O37 ARS SRA ae 3.40 4.76 6.60 3.80 
POSER. Tt. Seeeere ht 2.73 Sails} 5.81 Sheil 
LAS et Re shes, | Cee ae 2.02 2.95 4.13 
1949 eaaeh., attht, erie nea 1.88 3.16 3.81 243 
1950 First half ............. 1.99 3.03 3.10 2.90 


Source: United Nations Department of Eco- 
nomic Affairs; based on data in United States 
Department of Commerce, Survey of Current 


Business and Statistical Abstract of the United 
States (Washington, D.C.). 


® Total manufacturing production refers to 


total value added by the manufacturing indus- 
renee ven 38 inate to June 1950 is ex- 
rapolated on the basis of the ind - 
cones production. pe ger 
‘ igure is affected by exceptionally hea 
imports of food grains due to drodghe in ihe 
United States during 1933 to 19S 56 
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Table 85. Ratios of Imports to Domestic Use, 
by Categories of Commodities, in Canada, in 
Selected Years 


(In percentages; at 1929 prices) 


Ratios 
Imports of Imports of 
consumer raw materials 
Period goods and semi- Imports of 
to total manufactures machinery» 
consumer to total to total 
expendi- manufacturing manufacturing 
ture productiona production 
1926-29 rte... - 12.5 34.5 5.4 
USS 0-33 ame. . 6s etl 24.5 2.9 
OS 4-3 Ghee 78!) 8.7 24.6 2.3 
13 7a. 9.1 27.0 3.6 
OSS keer... 9.0 23.4 29 
TIO Ee ee a 7.0 25:2 5.4 
94D essa Ded 24.3 5.1 


Source: United Nations Department of Economic 
Affairs; based on data in Bank of Canada, Statistical 
Summary, 1950 Supplement; Dominion Bureau of Statis- 
tics (Canada), Canada Yearbook. 


a Total manufacturing production refers to total value 
added by the manufacturing industries. Figures for 1948 
and 1949 are extrapolated on the basis of the index of 


_-~ manufacturing production. 


b Excluding agricultural implements and machinery. 


prices of goods entering into foreign trade, it is 
desirable to treat first the factors affecting the 
real deficit measured in constant prices and then 
to consider the effect of the change in prices on 
the size of the deficit in money terms. In order to 
measure the trade deficit of the rest of the world 
in constant prices, both exports and imports in 
1935 were inflated by an index of United States 
export prices;? thus the real imports of the rest of 
the world were determined by measuring them in 
constant import prices of 1948 while the real 
exports of the rest of the world were expressed in 
terms of their 1948 “import equivalent” from the 
United States. From the point of view of the rest 
of the world, a change in the import equivalent 
of its exports measures the change in real imports 
from the United States which could be obtained 
from the sale of its exports there. In addition to 
the proceeds from exports to the United States 
and Canada, the output of gold in the rest of the 


8 For statistical reasons the United States index of 
export prices was used throughout as a first approxi- 
mation in measuring the prices of imports of the rest 
of the world from the United States and Canada; the 
movements of Canadian export prices were broadly 
similar to those of the United States. In any case, the 
importance of the United States in the total trade of 
the dollar area warrants, for present purposes, the 


world may also be used to finance imports. To 
express the value of gold production in the rest 
of the world in terms of the 1948 import equi- 
valent from the United States, the dollar values 
in current prices were also inflated by an index 
of United States export prices. 


Table 86 shows, for five major trading areas, 
their real gaps on trade account with the United 
States and Canada. In 1935 the rest of the world 
had a real deficit of about $1,000 million in its 
merchandise trade with the United States and 
Canada, since its real imports amounted to $5,000 
million in 1948 prices while its real merchandise 
exports (in import equivalent) were only $4,000 
million. This deficit could, however, be more 
than met by the production of gold, which in 
terms of import equivalents in 1948 prices 
amounted to $1,600 million. From 1935 to 1948, 
against an increase of real imports from the United 
States and Canada of $7,200 million, real exports 
to these two countries rose only $2,000 million, 
while the real value of gold production outside 
these two countries declined in terms of import 
equivalents’ by $1,000 million. The deficit with 
the United States and Canada which had to be 
financed by other means thus amounted to about 
$5,600 million. 


This deficit was unevenly distributed among the 
different regions. Seven countries of continental 
western Europe had the largest deficit on trade 
account, which resulted entirely from an increase 
in real imports since the real volume of exports 
remained about the same. The deficit of Austria, 
Germany and Japan was the second largest; in 
this case the deficit resulted from more than 
doubled real imports and a decrease in real ex- 
ports to less than one-fourth the pre-war level.* 
Latin American real exports rose to about 2.4 
times the pre-war level, but the region neverthe- 
less shifted from a substantial pre-war surplus to 
a very large post-war deficit as a result of a rise 
in imports to more than 4.5 times the pre-war 
level. The sterling area’s real exports likewise 


assumption that United States export prices are repre- 
sentative of export prices of the United States and 
Canada together. 


4The discussion below, of the dollar shortage of 
specific trading regions, excludes Austria, Germany and 
Japan because of abnormal conditions affecting their 
trade in 1948. 
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Table 86. Real Balance of Trade of Major Trading Regions with the United States and Canada, 
1935 and 1948 


(In millions of United States dollars, at 1948 prices of exports from the United States?) 
menial) a Rites te 5 ne Set Ce 


Net balance 


Imports from Exports to Gold plus gol 
Trading region ep atin ee eg Sete? Balance production production 
1935 1948 1935 1948 19385 1948 1935 1948 1985 1948 
Total —5,017 —12,197 4,032 5,956 —985 —6,241 1,642 615 637 —5,626 
: ea = 993 502 93 —737 
Sterlinevaneae wen curate —2,100 —2,921 1,200 1,682 900 1,239 
‘United Kingdomine = 220. —1,540 —1,324 546 547 —994  —777 0 0 —994 —777 
iia eeN| Zealand, 
Scot. bes Seer oe —-352 —778 91 246 =—261 ~ ——532 865 440 604 rr 
Rest of sterling area .... —208 —819 563 889 355 70 128 62, 483 : 

: = —1,659 
Continental Western Europe» —835 —2,111 456 452 —379 —1,659 23 0 356 z 
lena briderien: OO: +f P —773 —3,476 27 Bae as ae - ie mae 
Austria, G any and Japan —612 —1,358 482 0 — —l, es 
Other tosis. ray ser a s —697 —2,331 6 = 12035 70 —1,296 421 594 491 —1,237 


Source: United Nations Department_of Economic 
Affairs; based on United States and Canadian trade 
Statistics. 


a As a statistical approximation, prices of imports of 
rest of world from the United States are measured by 
United States export prices; both imports and exports 


rose, but its imports rose more substantially and 
the real value of its gold production (in import 
equivalents), on which it had relied in the pre- 
war period for financing its trade deficit, fell 
substantially; its real dollar balance on both mer- 
chandise trade and gold account shifted from a 
small surplus in the pre-war period to a very large 
deficit in the post-war period. The United King- 
dom was the only major trading country whose 
deficit with the United States and Canada was 
reduced. In spite of real exports that were about 
the same in both years, its deficit in 1948 fell 
below that of 1935 as a result of restrictions on 
dollar imports. 


It is also possible to evaluate the influence of 
changes in the price of exports and imports on 
the magnitude of the post-war dollar shortage by 
examining the inverse of the terms of trade for 
the United States and by regarding this reciprocal 
as the terms of trade for the rest of the world with 
the United States and Canada.* While the terms 
of trade of the rest of the world underwent violent 
cyclical changes during the inter-war period, they 
also showed a consistently unfavourable trend. 
After the war the terms of trade improved con- 
siderably, as compared with 1935 or 1937, and 


_ &See footnote 3, above, on use of the United States 
index of export prices to measure the prices of imports 
from the rest of the world. 


are valued in f.o.b. prices for the above table. 

b Including Belgium-Luxembourg, Denmark, France, 
Italy, Netherlands, Norway and Sweden. 

¢Including the Latin American republics and the 
Netherlands Antilles. \ 

@ Figure for gold production in the Union of Soviet 
Socialist Republics not available. 


in 1948 approached the level of 1929 (see 
table 87). The growth in the dollar gap after the 
war cannot therefore be ascribed to an unfavour- 
able change in the terms of trade. None the less, 
the rise in the rest of the world’s import prices 
had, of necessity, the effect of increasing the size 
of its import surplus with the United States and 
Canada in money terms. 


The separate effects of the rise of import prices 
and of the change in terms of trade on the dollar 
shortage in 1948 are shown below in millions of 
United States dollars. 


Effect on 
balance of trade 
(1) Actual balance of trade in 19488... . —6,241 
(2) Balance revalued at 1935 import pricesb —3,028 
(3) Effect of change in import prices on 
dollar shortage (line 7 minus line 2) 53,213 
(7) Quantum balances’ >. ee —3,673 
(5) Effect of change in terms of trade (line 
2) Pins Mine ed), Bt aecloee aeok 645 
(6) Total effect of price changes on dollar 
gap (line-Stplus line’S) Glace Die —2,568 


2 Excluding gold production. 


> Balance in line 1 deflated by index of import prices 
of 206.1 in 1948, shown in table 87. : 


¢ Figures obtained by deflating the values of exports 
and imports by their respective price indices shown in 


table 87. 
/ 

The first line shows the actual import surplus 
of the rest of the world with respect to the United 
States and Canada in 1948. The second line 
shows the value of this import surplus in terms of 
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1935 import prices. The difference between these 
two lines, shown in line 3, represents the increase 
in the value of the import surplus in 1948 due to 
the rise in import prices. The fourth line repre- 
sents the difference between the value of imports 
at 1935 import prices and that of exports at 1935 
export prices, that is, the “quantum balance”. 
The difference between lines 2 and 4, shown in 
line 5, represents the effect of the change in the 
terms of trade. It is clear that, for the rest of the 
world, as a whole, this second effect of a favour- 
able change in the terms of trade was much less 
important than the first effect. 


Table 87. Terms of Trade of Rest of World 
with the United States, Pre-war and 1948 


(1935 = 100) 
Terms of trade 
Export prices of Import prices of (column 1 
Year rest of worlda rest of worlda as percentage 
i 2 of column 2) 

1929: Rees os 174.8 133.3 131.1 
193) aera Oe 86.9 78.4 110.8 
(9350 e oe 100.0 100.0 100.0 
1937 Fa eee 120.6 107.4 112.3 
LOAS | Aree one 265.3 206.1 128.7 


Source: United States Department of Commerce, 
Statistical Abstract of the United States. 
_2 World export and import prices of dollar trade con- 
sidered as identical with United States import and 
export prices, respectively. 


The Dollar Deficit of the Sterling Area 


The sterling area comprises a heterogeneous 
group of countries at various stages of economic 
development. From the point of view of the dollar 
problem, the sterling area countries may be 
broadly classified into three groups in accordance 

-with their trade relations with the dollar area. 
First, the United Kingdom incurred an annual 
dollar deficit by importing, from the dollar area, 
food, essential raw materials and, to a lesser 
extent, special kinds of machinery; these imports 
were only partly paid for by exports of manufac- 
tured goods and by net earnings on invisible 
account. The second group includes Australia, 
New Zealand and the Union of South Africa. 
These countries supplied the dollar area with only 
a limited number of raw materials, mainly wool 
and diamonds; they also incurred a dollar deficit 
on merchandise trade, but the value of their 
annual gold production was more than sufficient 
to finance their deficits. The rest of the sterling 
area consists of the countries which had become 
net dollar earners by supplying the dollar area 
with certain important raw materials. For the 
sterling area as a whole there was before the war 
a deficit on merchandise trade with the dollar 
area, but this deficit was partly financed by earn- 
ings on invisibles, and the annual production of 
gold was more than sufficient to cover the re- 
mainder. Accordingly, the United Kingdom was 
able to finance its dollar deficit through a tri- 
angular settlement within the sterling area. Al- 
though its balance of merchandise trade with the 
rest of the sterling area as a whole was unfavour- 


able, the United Kingdom was able to secure 
dollars from it, both through purchases with 
sterling of the area’s newly-mined gold, and 
through receipts from various types of services 
and from investment incomes earned in the area. 


This situation changed after the war. While the 
sterling area in 1948 was able to balance its trade 
with the soft currency area as a whole, its dollar 
deficit on merchandise trade increased consider- 
ably. Its invisible account also changed from a 
pre-war surplus to a deficit. Moreover, the value 
of gold production had remained practically un- 
changed since 1935 and was insufficient to cover 
the increased dollar deficit of Australia, New 
Zealand and the Union of South Africa alone. 
The sterling area as a whole could therefore no 
longer finance its dollar deficit except through 
liquidation of gold stocks and currency holdings 
and through grants and capital loans, principally 
by the Governments of the United States and 
Canada. 

In these circumstances the United Kingdom 
could obviously no longer finance its dollar deficit 
through triangular settlements within the sterling 
area. Although the trade of the United Kingdom 
with the outer sterling area changed from a deficit 
of $60 million in 1935 to a surplus of $551 
million in 1948,° this active balance did not 
enable the United Kingdom to secure dollars on 


6—n addition, the United Kingdom had a surplus on 
invisible items to the amount of $464 million in 1948 
(United Kingdom, Balance of Payments, 1946 to 1950, 
Cmd 8065). 
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Table 88. Current Account of Sterling Area in Relation to Total Dollar Area, 
1935 and 1948 


(In millions of United States dollars in current prices) 
eae ES ae ee 


1985 1948 
United Latin United Latin 
Item States American States Aner 
and dollar and ie roi 
Canada area Total Canada area ota 


Balance of merchandise trade, 


£30. DRA a ee eee oe —437 —48 
Invisibles=netbie presi tenes 155¢ 
Balance on current account ... —282 —48 
Goldsproductionyaa. eee 4828 


Balance on current account, plus 


gold production, sera aee 200 —48 


—485 —1,239 —290 —1,529 
155 —345e e —345 
—330 —1,584 —290 —1,874 
482 502£ f 502 
152 —1,082 —290 —1,372 


eS 


Source: United Nations Department of Eco- 
nomic Affairs; based on data in United States 
Department of Commerce, Balance of Inter- 
national Payments of the United States (Wash- 
ington, D.C.) and Survey of Current Business; 
Dominion Bureau of Statistics (Canada), 
Canadian Balance of International Payments; 
United Kingdom, Balance of Payments, 1946 
to 1950 (Cmd 8065); International Monetary 
Fund, Balance of Payments Yearbook, 1948 
and preliminary 1949. 


a Figures for balance of merchandise trade 
from table 89 

b Including private donations. 

¢ According to Canadian statistics, the ster- 
ling area in 1935 had a surplus of $90 million 
on invisible items with Canada. The United 
States Department of Commerce has estimated 
that the United States deficit with the sterling 
area on invisible items in 1937 amounted to 
$99 million. Here the figure for 1935 is esti- 
mated to be in the neighbourhood of $60 mil- 


balance because these countries were no longer 
net dollar earners. 


Table 88 shows the balance of payments of the 
sterling area as a whole with the total dollar area 
(including the Latin American dollar area) in 
both 1935 and 1948. Table 89 gives a matrix of 
the balances of merchandise trade (plus gold 
production) of the three groups within the sterling 
area, with each other and with the other major 
trading areas of the world, during the same years. 


The most important element in the post-war 
dollar deficit of the sterling area was the very 
large increase in the volume of imports from the 
dollar area that occurred in all sterling area 
countries except the United Kingdom. This in- 
crease in imports considerably outweighed the 
increase in real exports (in import equivalents) 
on merchandise trade account which also occurred 
everywhere in the sterling area. In addition, the 


lion to $70 million, taking into account the 
fact that both the United States over-all bal- 
ance of invisible items, and especially United 
States payments for dividends and shipping 
services, were much lower in 1935 than in 1937. 

4 Sterling area had net receipts on invisible 
items from the Latin American dollar coun- 
tries; $155 million, therefore, is probably a 
minimum estimate of total figure. 

e Amount shown in the balance with the 
United States and Canada includes net dollar 
payments on invisible items of $250 million 
by the United Kingdom and of $95 million 
by the rest of sterling area. Figure for the 
United Kingdom refers to net payments to 
total dollar area, whereas that for rest of ster- 
ling area, taken from United States and Cana- 
dian statistics, refers to payments to these two 
countries only. 


fThe total annual gold production of the 
sterling area is included in the account with 
the United States and Canada. 


real dollar gap was increased through the very 
substantial decline in the real import equivalent 
of the gold production of the sterling area which 
resulted from the fact that gold prices were 
unchanged while prices of import commodities 
more than doubled. 


These changes in the real volume of trade 
(plus the real value of gold production) of the 
sterling area with the total dollar area from 1935 
to 1948 can be seen from the data on page 151 
showing real imports and real exports (in mil- 
lions of United States dollars in 1948 prices of 
exports from the United States). 


The real imports of the sterling area as a whole 
from the total dollar area increased by $1,083 
million from 1935 to 1948. Against this increase, 
the real exports (plus the real value of gold 
production) measured in import equivalents rose 
only by $63 million. In terms of percentages, real 
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Table 89. Balance of Merchandise Trade* (plus Gold Production>) between Sterling Area and 
Other Major Trading Areas, 1935 and 1948 


(In millions of United States dollars in current prices, f.o.b.) 


eee ee eM ee a ee te eee 


Trade balance of 


Sterling area Dollar area 
Trade balance with Australia, United Latin 
World United Promenor ; pia hs ie ae sai ura a Tha i 
total Kingdom South Africa area 6 rsa 2 Canada absrniias ened: eons 
eat ee ag ee eee Ss ter een 
World total: 
LOS Se Fee & doc —992 408 262 —— 302 —319 273 —46 368 
jy. —790 200 —381  —971 5,626 —40 5,586 —4,615 
United Kingdom: 
ee oe eo as a 992 51 9 60 482 49 531 401 
L948: eae aR. 790 —134 —417 —551 THT 265 1,042 299 
Australia, New Zealand, 
Union of South Africa: 
OSS eee ead 4S Pee oo —408 —S51 11 —40 —293 a) 9 —T7 
OASMS RIGA ais. he: —200 134 —103 31 92 7 99 —330 
Rest of sterling area: 
Bee nT Near, Sew le —262 —9 —I11 —20 234 — 3 — 37) —5 
OAS eee ec eee es 381 417 103 520 —132 Loe —1 14 —25 
Total sterling area: 
be ke ie ae 322 —60 40 20 —45 48 3 319 
LOAR eee eee. 971 551 —31 —520 TS 290 1,027 —56 
United States and Canada 
a HOS Sabet Se ae ae, 319 —482 293 234 45 111 111 163 
rT ee ae ee ee, “ee —5,626 —777 —92 132. —737 —546 —546 —4,343 
Latin American dollar coun- 
tries: 
OS Stree ee ee ston —273 —49 —2 3 —48 ——titat —I111 —114 
WOARY taste. Same Sys 8. aye 40 —265 —/ —18. —290 546 546 —216 
Total dollar area: 
Belen te.. cpu ane 46 —531 291 237 —3 == ili) 111 49 
1948 Pee AS —5,586 —1,042 —99 114 —1,027 546 546 —4,559 
Other regions: 
(AS EYey CE |. Pete ee ee —368 —401 TT 5 —319 —163 114 —49 
D4 Rite ett iet 6 4,615 —299 330 25 56 4,343 216 4,559 


Source: Appendix table XIV; and League of Nations, 
Network of World Trade (Geneva, 1942). 
a Data from export side of trade statistics. 


Real exports 
(in import 


Real imports equivalents) 


1935 1948 1935 1948 


United Kingdom ...... iP Aley= alee 620 685 
Australia, New Zealand, 
Union of South Africa 359 785 958 686 


Merchandise only ... 359 785 93 246 
Rest of sterling area ... 223 868 ee 982 
Merchandise only ... 223 868 583 920 


Total sterling area, 
excluding United 
Kingdon arap 2 582 1,653 1,670 1,668 

Total sterling area, 
including United 


Kanedomyyee 2,290 92,355 


2,297 3,380 
Source: United Nations Department of Economic 
Affairs; based on data in League of Nations, Network 
of World Trade; and Direction of International Trade, 
a joint publication of the International Monetary Fund, 
the International Bank for Reconstruction and Devel- 
opment and the Statistical Office of the United Nations. 


b Value of gold production in different areas is added 
to the exports of these areas to the United States and 
Canada. 


imports increased 47 per cent, and real exports 
only 3 per cent. Among all the countries in the 
sterling area, the United Kingdom was the only 
country which, by means of import restrictions, 
was able in 1948 to keep imports from the total 
dollar area down to the pre-war level. Moreover, 
as was seen in table 86, real imports into the 
United Kingdom from the United States and 
Canada alone had actually decreased by about 
14 per cent. However, the rest of the sterling 
area’s real imports from the total dollar area 
increased to nearly three times the pre-war level. 
The sterling area’s increase of 3 per cent in real 
exports to the total dollar area (plus the real 
value of gold production), measured in import 
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equivalents, lagged far behind the increase in 
imports. If gold production is excluded, however, 
the increase in real exports of merchandise alone 
amounted to about 43 per cent. All three groups 
of the sterling area shared in the increase of 
exports to the total dollar area, but the increase 
was smallest for the United Kingdom, which, 
unlike the rest of the sterling area, is primarily an 
exporter of manufactured goods rather than of 
raw materials. In fact, as was shown in table 86, 
the United Kingdom was not able to increase its 
real exports to the United States and Canada. 


In view of the important differences between 
the United Kingdom and the rest of the sterling 
area with respect to the changes in trade, it is 
necessary to analyse separately the trade of the 
two parts of the area with the United States and 
Canada. 


UNITED KINGDOM 


The United Kingdom, unlike the rest of the 
sterling area, reduced its real dollar deficit on 
merchandise trade account with the United States 
and Canada between 1935 and 1948, as shown 
in table 86. It did so by restricting its real im- 
ports; the volume of its real exports to the United 
States and Canada (in import equivalents) re- 
mained roughly the same as in 1935. 


Table 90. 


The reduction in imports was the result of direct 
controls, which kept imports at a lower level 
despite the substantial increase in domestic pro- 
duction and real income. The restrictions on the 
United Kingdom dollar imports were selective in 
character, and their effects are reflected in the 
divergent movements of individual groups of 
dollar imports. The first part of table 90 shows 
United Kingdom imports from the United States 
and Canada in 1935 and 1948 in current prices. 
Adequate price deflators to convert these figures 
into values at constant prices are not readily 
available, but very crude approximations of the 
changes in volume of United Kingdom imports 
may be obtained by allowing for an approximate 
doubling of the price level in foreign trade between 
1935 and 1948. On this basis it appears that, in 
general, the real volume of imports of consumers’ 
durables declined sharply; the volume of imports 
of food also declined as a result of the increase in 
domestic agricultural production and of the shift 
of sources of supply to sterling and other soft 
currency countries. Imports of industrial raw ma- 
terials, fuels and investment goods, however, rose 
—in some instances rather considerably. Thus it 
appears that in order to save dollars, the United 
Kingdom had arranged to buy from the dollar 
area only goods which were essential and were 
not easily available elsewhere. The effect of import 


Composition of Imports of the United Kingdom from the United States 


and Canada, 1935 and 1948 


SS / 


Imports from 


Imports from 


a United States Canada Total 
1985 1948 1985 1948 1985 1948 
In millions of current United States dollars: 
Non-durable consumption goods ......... 190 147 
pee consumption goods ............ 24 19 ee a a ts 
UCIS eras tote tel ae eee eee 30 97 = 
Industrial raw materials ................ 119 192 1 a a 
Machinery and equipment .............. 56 138 ue ot e 148 
Otherininorts Yaa ee ee 24 51 8 18 32 69 
Total 443 644 304 680 747 1,324 
As percentage of total: 
Non-durable consumption goods AED ed. 
mption goods ......... : : 63.8 59.8 51 
Durable consumption goods 5.4 3.0 aS 
See SA me A : ; 8.6 3. 
Industrial raw woaterisia, 274, Ganda 7 Ca aRnG MOMMIES ae 
Machinery and equipment .............. 12.7 21.4 2.0 oie 733 3 
Ollie imports), $4 s).4 Re On eee 535 75 Doe i303 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


Source: United Nations 
trade statistics. 


Department of Economic Affairs; based on United States and Canadian 
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Table 91. Shares of the United States and Canada in United Kingdom Imports, 
1935 and 1948 


(In percentage of total United Kingdom imports from all sources) 
er a ak ee et te ee 


Commodity 


Showing decline in share of dollar imports in 
1948; 


ruts; vegetablessand nuts) #. 5.20 oa Jee 
atswanaois; edtblers, say ok ana c. Ae cccice 
Hish@andatisneproductsmemets or a) ee oe 
eathereand manuracturese.« ie. ode seat 


Grains and grain preparations.............. 
Wenicles andishinsuaie-siia et) .e dP ahaa ee? 
Tobacco 


Showing constant or increased share of dollar 


imports in 1948: 


Textile manufactures 
Dainyg products $A gecko - sears . she Sele 
Iron and steel semi-manufactures........... 
ape Dases stock las, memrae caeer ee . ne 
Meatyandymeat products 2°) ge..heia sere 


Non-ferrous metals and manufactures....... 
Scientific instruments 
Chemicals and chemical products........... 
trontandisteel manutactures 4. 4.0) eee soe 
Electrical goods and apparatus.............. 
Machinery 


United States Canada Total 
1985 1948 1935 1948 1935 1948 
18.1 0.1 5.6 ~ 23) 0.1 
Dilee 0.2 — _ Dilee 0.2 
17.0 0.3 1525 AL} 323) 2.6 
9.6 ls? 10.2 3.9 19.8 Sel 
43.2 17.0 _ = 43.2 17.0 
i ee 0.2 45.2 31.9 46.4 32.1 
SLU) 9 Dik = 1.6 5050) 5228 
84.1 52.6 2.4 3.1 86.5 55)5// 
0.9 3.6 0.1 0.2 1.0 3.8 
26 - 3.8 9.1 6.4 Onl 
Del 6.9 4.1 2.8 O22 9.7 
1.3 ites) 332 10.2 4.5 Ui Ny/ 
4.3 0.1 5.4 — 14:0 Se ictal 
5.8 6.4 DEE OaT 29.3 29.1 
D2 Oi - 17 1 2 2.4 
12.6 34.5 2.6 4.0 1532 eS ooo) 
10.6 18.5 9.3 22.6 19:9 es 1 
46.0 53.2 3.9 2.8 49.9 56.0 
67.4 68.4 4.0 35 7 ATS 


Source: United Nations Department of Economic Affairs; based on trade statistics of the United 


Kingdom, the United States and Canada. 


restrictions upon the percentage composition of 
the United Kingdom’s imports from the United 
States and Canada is shown in the second part 
of table 90. 


Table 91 is designed to show the shift in the 
sources of supply of the principal United Kingdom 
imports after the war. So far as food items are 
concerned, the tendency was to buy less in the 
dollar area, especially in the United States. A 
large amount of dollars was saved by the virtual 
cessation of purchases of such items as fish, fats 
and oils, vegetables, fruits and nuts from the 
United States and Canada, which were the two 
main suppliers of these items before the war. In 
addition to a decline in the aggregate amount of 
grains and grain preparations imported as a result 
of the increase in home production since the war, 
the proportion of this total which was obtained by 
the United Kingdom in 1948 from the United 
States and Canada was smaller than in 1935. 
However, the proportion of dollar imports. of 
meat and dairy products rose above the 1935 
level, for while the shares of the United States in 
the British imports of these two products de- 


creased, those of Canada showed large increases.” 
This shift, in contrast to the general trend, re- 
flected partly the general shortage of these com- 
modities in other world markets, which compelled 
the United Kingdom to buy in the dollar markets, 
and partly the terms of the Canadian loan to the 
United Kingdom. As to other consumption goods, 
the reduction of the shares of the United States 
and Canada conformed to the general tendency 
towards the reduction of purchases of consump- 
tion goods in the dollar market. 


On the other hand, the shares of the United 
States and Canada in the United Kingdom’s im- 
ports of industrial raw materials and investment 
goods increased. This rise was, in some cases, due 
to the increased level of investment in the United 
Kingdom and, in others, to an insufficient supply 
from other sources. It is of interest to note in this 
connexion that when other sources were available, 
as in the case of raw cotton, the United Kingdom 
succeeded in curtailing purchases in the dollar 
market. 


7 The total volume of British meat imports in 1948 
was, however, below the pre-war level. 
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In contrast to the volume of imports, the 
volume of the United Kingdom’s exports to the 
United States and Canada (in import equivalents ) 
was virtually unchanged. Since its exports to the 
rest of the world rose substantially, this was not 
the result of inadequate export capacity. Instead, 
it appears to have reflected the general decline in 
the ratio of imports of the United States and 
Canada to their domestic consumption (see tables 
84 and 85). 

The composition of the United Kingdom’s ex- 
ports to the United States and Canada also 
changed significantly between 1935 and 1948, as 
shown in table 92. Exports of consumer goods 
constituted about 55 per cent of the total exports 
to the United States and Canada in 1935. Exports 
of industrial raw materials also bulked large, 
amounting to about 28 per cent in 1935, while 
exports of machinery and equipment were very 
small. 


After the war, real exports of industrial raw 
materials declined sharply, with the exception of 
rayon and some high-quality woollen yarns, which 
showed large increases. Real exports of many 
consumer goods declined, but the volume of 
beverages, textiles and chinaware was maintained 
or even increased. The increase in the exports of 
passenger automobiles was mainly attributable to 


8 However, there seems to have been an upward trend 
in the Canadian demand for British automobiles. 

If the percentage rise in prices of total imports of 
these two groups is assumed to be equal to that of 
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the temporary abnormal post-war demand in the 
United States and the Canadian markets.* There 
was also a sharp increase in the United Kingdom’s 
exports of machinery and equipment, mainly of 
special types. 


THE OUTER STERLING AREA 

Although the outer sterling area is principally 
an exporter of raw materials, it consists of coun- 
tries of two distinct types: Australia, New Zea- 
land and the Union of South Africa form a group 
of fairly industrialized countries; the remaining 
countries represent mainly less developed areas. 

The post-war import demands of all the coun- 
tries in these two groups were exceptionally high 
as a result of higher post-war investment activity, 
of a backlog of demand for specific imports, 
which arose during the war and early post-war 
years, and, in the case of the more industrialized 
countries, of rising real incomes. Compared with 
1935, the values of the total imports of these 
two groups of countries in 1948 were 354 per cent 
for the group comprising Australia, New Zealand 
and the Union of South Africa and 386 per cent 
for the remaining group of the area. Allowing for 
the rise in import prices, the value figures indicate 
that, in sharp contrast to the situation in the 
United Kingdom, there were substantial increases 
in import volume.?® 


their imports from the United States and Canada, the 
volume of total imports of the former group increased 
by 72 per cent between 1935 and 1948 and that of 
the latter by 87 per cent. 


Table 92. Composition of Exports of the United Kingdom to the United States and 


Canada, 1935 


and 1948 


eee 


Exports to 
ae United States Exports to Canada Total 
1985 1948 1985 1948 1985 1948 
In millions of current United States dollars: 
Non-durable consumption goods......... 56 110 
Durable consumption goods............. 29 50 a = ee oe 
Industrial raw. materials. $. ceva). es 44 62 31 57 5) 118 
Machinery and equipment ............. 4 Sif 7 Si 11 68 
Othervexports ayn een ne ee 15 14 18 28 33 42 
Total 148 267 117 28 
As percentage of total: . pe aif 
Non-durable consumption goods......... N/a} a 
Durable consumption goods............. 19.6 is te ae er es 
Industrial raw materials ............... AES DED 26.5 20.4 — ie 
Machinery and equipment ............. Rime tlG 6.0 13.2 a 124 
Other! exports 15 Sue Rue it, Ree 10.1) 1.53 15.4 10.0 12.40 BA7.6 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


Source: United Nations De 
trade statistics. 


partment of Economic Affairs; based on United States and Canadian 
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Table 93. Composition of Imports of Outer Sterling Area Countries from the United 
States and Canada, 1935 and 1948 


(In millions of current United States dollars) 
je ie et ene 2 ata Ui RL petal es, AE NE a i a Rt et al 


Item 


Total 
Non-durable consumption goods .............. 
Durable consumption’ goods". 0..4. 20.2.5... 2. 
UICIS Seer ee Ne RT ee casa ee Re on ak 
Industralitawsmaterialsne..5. .4eine... natielie a. 
Machinery vandmequipments..5.s.0 4... 8. 0.2 a. 
OMereuM ports. MaMenee ker. cok ea. 


Australia, New Zealand, 


Other outer sterling 


South Africa countries 


1985 —Ss«94 1985 SS«948 
171 778 101 819 
29 208 18 224 
50 104 6 33 
18 33 9 36 
16 121 13 139 
37 266 16 164 
21 46 39a 2238 


Source: United Nations Department of Eco- 
nomic Affairs; based on United States and 
Canadian trade statistics. 


Imports from the United States and Canada, 
even more than total imports, also present a con- 
trast with United Kingdom imports. When 1935 
imports from the United States and Canada are 
inflated by the United States export price index, 
it appears that the volume of such imports of 
Australia, New Zealand and the Union of South 
Africa increased by 121 per cent between 1935 
and 1948, while that of the less developed coun- 
tries rose by 294 per cent. 


Table 93 gives the composition of imports 
from the United States and Canada. Compared 
with 1935, investment goods tended to constitute 
a higher proportion of total imports in all these 
countries.1° But in contrast to the case of the 
United Kingdom, where the volume of consump- 
tion goods from the United States and Canada 
had been severely curtailed in order to maintain 
imports of investment goods, the outer sterling 
area experienced increased volumes of dollar 
imports of almost all commodities. 


Among the consumption goods, food, textiles, 
passenger cars and tobacco showed the largest 
increases in volume after the war. The excep- 
tionally high level of imports of food—especially 
of grains—by the less developed countries of the 
outer sterling area was mainly determined by 
special factors, such as poor harvests. But in 
other cases, rising real incomes, primarily of 
Australia and New Zealand, and the pent-up 


10 For this comparison food imports are excluded 
from total imports in the figures referring to other 
outer sterling countries, because the poor harvest in 
India in 1948 resulted in abnormally high food imports 
from the United States. ~ 


a Including total imports from the United States 


and Canada of several small areas for which 
data are not classified in component groups. 


demand for specific imports in the group as a 
whole were the predominant causes. In fact, the 
increase in imports was in many cases, notably in 
textiles, associated with a rise in the domestic 
production of the same commodities. 


The volume of the outer sterling area’s imports 
from the United States and Canada rose not only 
in absolute terms but also in proportion to the 
area’s total imports. Table 94 shows that, in spite 
of post-war dollar restrictions, the outer sterling 
area, in contrast to the United Kingdom, had after 
the war become more dependent upon the United 
States and Canada for most of their principal 
imports than before the war. Tobacco, fuel and 
vehicles, however, were important examples of 
decreases in the shares of the United States and 
Canada from 1935 to 1948. The increases in the 
dollar area’s shares do not seem to have been the 
result of a substitution of dollar imports for United 
Kingdom goods; in fact, as may also be seen from 
table 94, the United Kingdom shares remained, 
in most cases, remarkably stable between 1935 
and 1948. 


The reasons for the increases in the share of 
the dollar imports are generally as follows: 
(a) the shift of the source of supply to the United. 
States and Canada was, as in the case of food, 
mainly due to the general shortage in other world 
markets; (b) the virtual absence of imports from 
Germany and Japan after the war accounted for 
increases in imports of textiles, chemicals and of 
some kinds of machinery from the dollar area; 
and (c) productive capacity increased substan- 
tially in the United States and Canada so that 
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Table 94. Shares of the United States and Canada in Imports of the Outer Sterling Area, 
1935 and 1948 


(In percentage of total imports from all sources ) 


enn nn 


Australia, New Zealand, 
Union of South Africa 


Rest of outer 
sterling area® 


pup ont from 
United States 
bin and Canada 


1935 1948 


Grains and grain preparations ........... 29'3 29.4 
ETiitsmverctables and: iUtSseertan enriches ters lie5 29.0 
IMeatrandiproductsa scien. crete shane tae 37.0 27.3 
Fishkand sprogucts sew remamw. aired. aaotorn 47.3 54.6 
Whelewiceh oe er 62.1 43.7 
Leather and manufactures............... 11583 47.2 
MextilemmanuLacturesmmnr Meise eerie ee Be 25.6 
Puels ee tate Je eae ee 45.7 16.5 
Tron and steel semi-manufactures and manu- 

LACTUNCS Mea CM ts ee ee eased ais 1257, 35.4 
Machinery, including electrical goods and 

apDatatusa . weep. cee eae ee ya. Baths 2 36.1 48.2 
Vehicles, including passenger cars........ 40.6 31.5 
Rubbetemantiactites eae eee er. 5.0 Mile! 
Chemicals and chemical products ........ 9.9 Sal 
Non-ferrous metals and manufactures..... B58) 8.2 


Imports from 


United States Imports from 


Imports from 


United Kingdom and Canada United Kingdom 
1985 1948 1985 1948 1985 1948 
= - 0.9 14.4 - - 
= - 13.5 7A - - 
= - 6.1 41.7 - = 
- - S55) 58 - - 
235) 27.1 22.4 26.8 42.0 39.0 

50.5 49.5 - - - - 
56.1 62.5 0.3 13.0 41.2 28.0 
- - Bi 7/ LES) = - 
63.4 60.4 1.5 15.6 63.8 50.2 
55.0 5 Onl oD 31.5 61.4 65.5 
45.6 66.9 fed 21.0 66.8 65.1 
9.6 13.8 - _ — = 
41.4 47.1 8.3 32.0 41.5 36.2 
19.4 18.2 3.2) 17.8 18.3 20.1 


Source: United Nations Department of Economic Af- 
fairs; based on trade statistics of the United States, 
Canada and outer sterling area countries. 


they were able to supply in large quantities some 
products for which world demand was expanding 
rapidly during the process of development and 
high investment activity—for example, industrial 
chemicals and some non-ferrous metals and manu- 
factures. 


Table 95. Indices of Quantity and Value of 
Twelve Major Exports from the Outer Sterling 
Area to the United States and Canada, 1948 


(1935 =100) 

————— ee Oy ee eae 

Commodity Quantity Value 
Rubbers ce caccteyeete th. ete A 140 235 
JUICE Mena ee Re ee tea te eee 102 455 
Woolttes. eee: yee ees Te el 397 1,676 
COCOd Te By ng theron acme’ 108 883 
Diamonds dS Gabe NE tg Bere ey 842 
SLR Aa eee ae I eR « S 91 171 
(Gums and*resinsaaes seen 162 431 
Cashewenutsin+ tyne ents. testes 153 361 
Plides‘and sKing. 00, yu) on te = 233 
IMicaGinitaeoe] tise) ns Ae ay 273 1,280 
UTS Re perk tase: tne Se = 388 
COMNON Brie te ee ee 400 764 


Source: United Nations Department of Economic Af- 
fairs; based on United States and Canadian trade statistics. 


4Jncluding only Ceylon, India, Ireland, Malaya and 
Pakistan. 


The large increase in the outer sterling area’s 
imports from the United States and Canada was 
accompanied by a considerable, albeit smaller, 
increase in real exports to these two countries. In 
contrast to the exports of the United Kingdom, 
the exports of the outer sterling area to the United 
States and Canada increased about 90 per cent 
in physical volume between 1935 and 1948.11 
This increase was mainly the result of the high 
level of economic activity in both the United 
States and Canada, since the economies of the 
outer sterling area are complementary to those of 
the United States and Canada. The stockpiling 
programme in the United States also had some 
influence in increasing the imports of strategic 
materials. Although the availability of domestic 
substitutes in the United States had, in some 
commodities, such as rubber, lessened the rate of 
increase of its imports, it was still necessary to 
depend on the outer sterling area for important 


11 The volume figure is obtained b i 
gure | y deflating the total 
export values of individual commodities Be their re- 


spective unit values as recorded in : 
returns. ; United States trade 
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raw materials to meet the requirement of increased 
economic activity and to supplement the domestic 
supply. Canada, as a result of rapid industrial 
development during this period, now also ranks 
as one of the world’s leading markets for certain 
industrial raw materials; its heavy demand for the 
raw materials of the outer sterling area after the 
war was reflected in a general increase in imports 
from the area. 


The quantities and values of twelve major 
exports from the outer sterling area to the United 
States and Canada in 1935 and 1948 are com- 
pared in table 95. The value of these commodities 
increased from $285 million in 1935 to $940 
million in 1948. With the exception of tin, all 
major commodities showed increases in volume 
in 1948.12 The increase in wool exports was 
especially important because the rise in United 
States wool production had lagged far behind 
demand for it, and wool had become a major 
dollar earner of the sterling area. 


--~ A further favourable development in the ex- 
ports of primary producers in the sterling area 
after the war was the widening of the scope of 
dollar exports as compared with pre-war years. 
For instance, Canada imported a fairly large 
amount of dried fruits, dairy produce and other 
foods from Australia and New Zealand, and the 
United States began to import from the outer 
sterling area many kinds of non-ferrous metals 
which had been imported in negligible quantities 
before the war. These changes were reflected in 
the fact that, though the value of the commodities 
shown in table 95 amounted to nearly 90 per cent 
of total exports to the United States and Canada 
in 1935, they constituted only about 81 per cent 
in 1948. 


In spite of the increase in the physical volume 
of the dollar exports of the outer sterling area after 
the war, its trade was also subject to the influence 
of the tendency of the United States and Canada 
towards a generally decreasing dependence upon 
imports, shown in tables 84 and 85. In fact, the 
increased volume of imports from the outer ster- 
ling area bore a smaller ratio to the value added 


12 The reduction in tin imports from the sterling area 
was mainly due to the growing importance of non- 
sterling sources of supply, since total United States im- 
ports of tin actually increased during this period. 


(in real terms) by the manufacturing industries 
in the United States and Canada in 1948 than in 
1935.1* The ratio declined from 2.11 per cent in 
1935 to 1.60 per cent in 1948. However, this was 
a smaller rate of decline than that of the over-all 
ratio for total United States imports of crude 
materials, which fell from 7.31 to 4.13 per cent 
for the same period.** 


The increased dollar gap of the outer sterling 
area after the war was thus the result of both long- 
term changes and special factors brought about by 
the war. After the war, the volume of both im- 
ports and exports of the outer sterling area 
increased sharply. However, as a result of a 
larger increase in the volume of dollar imports 
relative to that of dollar exports, there was a large 
dollar deficit after the war, which was further 
accentuated by the rise in import prices. Study of 
the net position of individual countries indicates 
that Australia, New Zealand and the Union of 
South Africa, which before the war were already 
net debtors to the United States and Canada on 
merchandise trade, increased their dollar deficit 
sharply. In spite of the policy of economizing on 
dollars, Australia and New Zealand increased 
their dollar imports more than their dollar exports 
owing to economic expansion at home. In the case 
of the Union of South Africa, the possibility of 
using newly mined gold and accumulated gold 
reserves for direct settlement of the dollar deficit 
made possible the financing of the vast expansion 
of dollar imports. The less developed countries 
which before the war had surpluses with the 
United States and Canada increased their dollar 
imports considerably; this resulted, as in the case 
of India and Pakistan, in turning a small surplus 
into a large deficit, while in other cases, it had the’ 
effect of greatly reducing the size of the surplus. 
The only country in this group which enlarged its 
net dollar earnings after the war was British West 
Africa; this was a result in part of its policy of 
import restrictions and in part of the vast expan- 
sion of the United States demand for cocoa. 


13 Use of the volume of manufacturing production 
as a base may not be entirely accurate, because the 
imports include foodstuffs, such as tea and nuts, but 
these are small in value. 

14A similar ratio is not available for Canada. As 
shown in table 85, the over-all ratio for crude mate- 
rials and semi-manufactures also declined. 
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The Dollar Deficit of Continental Western Europe” 


The post-war dollar deficit of continental west- 
ern Europe differs in origin and character from 
that of the United Kingdom in several respects. 

First, before the war, continental western 
Europe was much less dependent on trade with the 
dollar area than was the United Kingdom. The 
proportions of dollar imports and exports to the 
total trade of continental western Europe were 
12.3 per cent and 8.0 per cent, respectively, in 
1935; the corresponding figures for the United 
Kingdom were 25.0 per cent and 12.9 per cent. 

Second, though the United Kingdom ran a 
perennial deficit on current account in its transac- 
tions with the dollar area, the current account of 
continental western Europe with the dollar area 
was probably in balance before the war. Although 
its merchandise trade account showed a deficit, it 
was approximately offset by a surplus on invisible 
items and investment incomes. 

Third, continental western Europe’s pattern of 
settlement of dollar payments differed from that of 
the United Kingdom. As has been pointed out, the 
dollar deficit of the United Kingdom was tradi- 
tionally settled on a triangular basis by dollars 
acquired from the earnings of countries produc- 
ing raw materials and from the purchase of newly 
mined gold in the sterling area. In the case of 
continental western Europe, however, its oversea 
dependencies have never been important as net 
dollar earners, and their gold production has been 
negligible. 

Finally, the United Kingdom’s post-war dollar 
deficit was associated with a very substantial 
surplus in its current account with the rest of the 
world, so that its over-all transactions on current 
account with the world as a whole were nearly in 
balance. In continental western Europe, on the 
other hand, the large post-war deficit in its current 
account with the dollar area was associated with 
a significant, although considerably smaller, deficit 
with the rest of the world as well. 

The post-war dollar deficit of continental west- 
ern Europe was accounted for mainly by the very 


165In the present discussion, continental western 
Europe refers to the following industrial countries: 
Belgium-Luxembourg, Denmark, France, Italy, Nether- 
lands, Norway and Sweden. The United Kingdom has 


been treated separately in the section on the sterling 
area. 


large increase in its trade deficit. It was intensified 
by a change in invisible items from a surplus in 
the pre-war period to a deficit in 1948, which was 
the result of a sharp fall in income from its invest- 
ments in the dollar area because of substantial 
liquidation of these investments during the war. 
Tourist receipts and emigrants’ remittances in 1948 
were higher than in 1935, but payments on ship- 
ping services increased substantially. The balance 
of payments on current account for 1935 and 
1948 is shown in table 96. 


Table 96. Current Account of Continental 
Western Europe with Total Dollar Area, 1935 
and 1948 


(In millions of current United States dollars) 


Item 1985 1948 
Imports. Lo.Diy ee uke en —482 So 
EXports:f.0:D sere yeereeee eenee 2698 600 
Balance of trade .......... —213 —1,757 
inivisiblessanc tv maese a mare ¢ —1824 
Balance on current account Ee —1,939 


Source: United Nations Department of Economic Af- 
fairs; based on United States Department of Commerce, 
Balance of International Payments of the United States; 
Organisation for European Economic Co-operation, 
fs Recovery Programme, Second Report (Paris, 


50). 


4Tncluding gold production to value of $11 million. 

> Including private donations. 

¢ Net balance on invisible items was probably larger 
than $213 million in 1935; continental western Europe 
was a net earner of dollars on interest and dividend re- 
ceipts, emigrants’ remittances, tourist receipts and prob- 
ably also on shipping services. 


4 Balance with the United States and Canada only. 
© Positive balance. 


Table 97 gives the matrix of the trade balances 
of western Europe with other major trading areas 
of the world in 1935 and 1948. It shows the large 
growth in the trade deficit with the dollar area 
from 1935 to 1948, and the fact that this deficit 
was accompanied by a significant increase in the 
trade deficit with the rest of the world. 


The large increase in the trade deficit reflected 
changes in both volume and prices in foreign 
trade. As mentioned before, if the 1935 values of 
both imports and exports of continental western 
Europe are inflated by the index of United States 
export prices, estimates can be obtained of western 
Europe’s real imports and real exports measured 
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in 1948 import equivalents. For trade with the 
United States and Canada the figures are as 
follows (in millions of United States dollars at 
1948 United States export prices): 


Amount 


1935 1948 
Real imports from the United States and 


of its real imports to about 2.5 times the pre-war 
level. Real exports to the United States and 
Canada remained practically unchanged for the 
same period. 


While the indices of individual countries 
showed divergent movements, it will be seen from 
the indices on page 160 that all the countries of 


Canadamann tian ak ae cen ue: 835 AU 
a are to the United States and See ee continental western Europe increased their real 
Ratio of dollar exports to dollar im- imports from the United States and Canada after 
poris (percentage) 2). 1128.50. 54.6 214 the war; the smallest increase in the group was 


Source: United Nations Department of Economic 
Affairs; based on United States and Canadian trade 
statistics. 


As may be seen, the increase in continental 
western Europe’s real trade deficit with this area 
was entirely the result of an increase in the volume 


that of Sweden and the largest increase that of the 
Netherlands. At the same time, their real earnings 
from exports not only failed to keep pace with 
their imports, except in the case of Denmark, but 
in the case of France and the Netherlands, 1948 
real earnings fell far below the pre-war level. 


Table 97. Balance of Merchandise Trade (plus Gold Production) between Continental Western 
Europe and other Major Trading Areas, 1935 and 1948 
(In millions of United States dollars in current prices, f.0.b. ) 
z Trade balance of 
d Conti- Peaeoe Spent Pees 
he see World Wosees Eastern weet dolar doles Sterling Other 
total Europe Europe Canada area area area regions 
World total: 
1935) be —653 172 —319 273 —46 ——3 22, 849 
1943 que: G3 343 5,626 —40 5,586 —971 —2,395 
Continental Western Eu- 
rope: 
19:3 Simran pen cries 653 122 173 40 213 —18 336 
TODAS ae en Poe 2,563 185 1,659 98 legs) 411 210 
Eastern Europe: . . ‘ie iL ae 
ike er) ae ae —172 —122 —25 ces — —_ 
OAS Ceeae re gad ——=343 —185 31 11 42 —94 —106 
United States and Can- 
ada: 
1935. sree cee ee 319 —173 250 111 111 45 86 
LAS meme cat ee =a ays) —1,659 ——3>1 —546 —546 —737 —2,653 
Latin American dollar 
ose wil 3 111 111 —48 77 
Per 5 fone ——273 0 — — pal 
1948 Se 40 os Kei 546 546 —290 107 
Total dollar area: - te re ; ' 
Baia ate Be 46 —213 a a 
i 948 eee, oe. 38 Sen SRG, oe] 757 42 546 —546 E2102 7) 2 760 
Sterling area: 
1935 ee octets wos 322 18 171 —45 48 3 130 
1OAS Mae a fe 971 411 94 737 290 1,027 261 
Other regions: 
193 5 Uae. anaes —849 —336 —374 —86 Wa —9 —150 
i 2,395 210 106 2,653 107 2,760 261 


b Value of gold production in different areas is added 
to the exports of these areas to the United States and 


Canada. 


Source: Appendix table XIV; and League of Nations, 
Network of World Trade (Geneva, 1942). 
a Data from export side of trade statistics. 


Part III. Dollar Deficits and Currency Devaluations 


160 
Real exports to 
Real imports from United States and 
United States Canada (in 1948 
and Canada import equivalents) 
(1935=100) 
Belgium-Luxembourg PES 128 
Denmark peewee ks ae 215 22 
IPTance wie ore fare 15 = 266 64 
italy Ween Gt ie eee eee 290 125) 
INetherlandS me come ero 301 75 
INGE WAY setae cs tenes 276 100 
Sweden rare lode cake: 52 97 
Weighted average 253 99 


Source: United Nations Department of Economic 
Affairs; based on appendix table XIV and League of 
Nations, Network of World Trade. 


The large increase in total imports affected all 
major commodity groups. Table 98 shows for the 
most important commodities the dollar values of 
western Europe’s imports from the United States 
and Canada, measured in current prices, in 1935 
and 1948. 


In the absence of specific price indices for 
individual goods, a rough approximation of physi- 
cal volume may be obtained for each major group 


sumption goods and 550 per cent in machinery 
and equipment. 


The large increase in food imports in 1948 
reflected exceptional post-war factors inasmuch 
as it was due to continuing poor harvests and, to 
a smaller extent, to the post-war shortages of 
meats, fats and oils. However, even if food imports 
had remained the same in 1948 as in 1935, the 
total volume of dollar imports in 1948 would still 
have been about 225 per cent of the 1935 level. 


The large rise in the imports of investment goods 
and industrial materials into continental western 
Europe in 1948 reflected mainly the increase in 
industrial production and real gross capital forma- 
tion compared with pre-war levels. The indices of 
industrial production and real gross capital forma- 
tion in 1948 compared -with 1938 are given 
below.1® While import requirements for machinery 
and equipment may fall as domestic productive 
capacity rises, particularly if the increases in 


by inflating the 1935 dollar values by the index 
of total United States export prices. The per- 


Industrial 
production 


Real gross 
capital formation 


(1938= 100) 
centage increase in physical volume ranged from Belgium-Luxembourg .... 114 116 
only 5 per cent in durable consumption goods to Shee abe ae al aias a on 


60 per cent in industrial raw materials, 120 per Tialy gna. brats teitier a 99 108 


: : Netherlands Saaere eee 113 102 

t = Z 
cent in fuels, 420 per cent in non-durable con Norway: et dort aeeaniteed 128 114 
Sweden Sacer sche... ees 149 134 


16 The base year 1938 has been used instead of 1935 
because data on real gross capital formation are lacking 


for 1935 Source: United Nations, Economic Survey of Europe 


in 1949 and Monthly Bulletin of Statistics. 


Table 98. Composition of Imports of Continental Western Europe from the United 
States and Canada, 1935 and 1948 
ee 


Imports from Imports from 


tye ete aes costae stb 
1985 1948 1985 1948 1985 1948 
dg uiillions v current United States dollars: 
on-durable consumption goods ........ 46 
Durable consumption goods ............ 38 31 4 4 sf oe 
Pigls oc se acute: a Fer. nS >See =. = 55 = 
Industrial raw materials "| .7............ 143 446 16 74 a 
Machinery and equipment ............. 36 414 1 US Fe a 
Othetsimports gk aan nee ee 51 94 3 17 34 tit 
Total 369 1,871 36 240 
In poe arse of total: pigesett 
on-durable consumption goods ........ 1 
Durable consumption goods ............ 103 ye ee ay bl Le 
Fuels lie ie PRS: aw. 5 4 5: 14.9 13.2 = a pe ives 
trial raw materials ................ 38.8 23.8 44.4 oe 
Machinery andsequipment=s ae 9.8 Pee 28 30.6 p28 ahs 
Other importsiyae eye 13.7 5.1 8.3 on ie ae 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


Source: United Nations De i c 
rede station partment of Economic Affairs; based on United States and Canadian 
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investment should begin to taper off in western 
Europe, imports of production materials are 
likely to remain high so long as economic activity 
remains high. 


The sharp post-war increase in the demand for 
dollar imports was influenced not only by the 
import demands of western Europe but also by 
the capacity of the rest of the world to export. 
As shown in table 99, there was a strong shift in 
the source of supply of the imports of continental 
western Europe towards the United States and 
Canada after the war. In contrast to the experience 
of the United Kingdom, the shifts to the dollar 
source of supply occurred in most of the principal 
imports. 

Although, in some commodities, notably food, 
the shifts were the result of short-term factors, 
such as insufficient supplies in third markets, in 
other cases they were also affected by deep-rooted 
causes which may take years to reverse. So far as 
food imports are concerned, the increase in the 
share of dollar imports in 1948 was partly due to 
the fact that an exportable surplus of certain 
food items, such as meat, fats and dairy products, 
was available only in the United States and 


Canada. It was also due, however, to the substitu- 
tion of dollar imports for imports from eastern 
Europe. Before the war, eastern Europe was an 
important supplier of cereals, meat and other 
foods to western Europe; in 1948, the volume of 
the food imports of western Europe from eastern 
Europe had declined to 45 per cent of the pre-war 
level.” As to the sharp increases in machinery, 
iron and steel manufactures, and chemicals, Ger- 
many had been the chief supplier of these imports 
before the war, and the large dollar share of these 
imports in 1948 reflected, inter alia, the replace- 
ment of German exports. 

The general order of magnitude of shares in 
continental western Europe’s imports, by per- 
centage of total imports, was as follows: 


1985 1948 
United States and Canada .......... 5 20.0 
(United Kon cdo mee sr ee ee 11.4 10.8 
Germany ew cree ee A eee 17.8 4.8 


The decline in Germany’s share was almost 
completely compensated by the increase in the 
portion of the United States and Canada, while 


17 United Nations, Economic Survey of Europe in 
1949, page 79. Imports of United Kingdom and Ger- 
many have been excluded. 


Table 99. Share of Imports from the United States and Canada in Total Imports of 
Continental Western Europe, 1935 and 1948 


(In percentage of total continental western Europe’s imports) 


Imports from 


Imports from 


: United States Canada Total 
Epos fab 1985 1948 1985 1948 1985 1948 
Grainsuhstia., Se eee Shes bees aa. tote oss 10S 25 4.1 S52, spl ewes 
i bl CeniuitsS Week scheme Hee 12.6 10.8 0.2 0.2 13 OmeeO) 
bare races A ie ghee toe Ganon 5.0 8. 1 0.3 24 5.3 10.5 
IDEIiAy jeamoreliciy 5. Med ions Bolo eo ube boob sae _ 18. - ; = : 
atswandeotiss Cguble mas acs. s6.2 sone ee eyctnn 0:9. | eis - 3.8 0.9 15.1 
Total food (weighted average) 3.9 27.9 1.8 4.6 Sifemera2.5 
Mo 09, SR csr MS 1757 ee. - - With Siilgs 
LO sa Sica Ri ORR SR SR etre a Roto 
MiextilesmanilitaCtlineswer an dts, .ceikacs cnc cake (09 ay! 0.2 0.2 0.9 5.3 
Hides and skins and leather manufactures ..... 3.8 10.4 0.2 0.6 40 11.0 
Bele a) eee BE ie ate Eis. 10.0 17.9 - - 10.0 17.9 
Tron and steel manufactures. ....2..5.-45..:... 3.8) 14.3 - 0.8 3.8) 4171 
Machinery (including electric) .............. 11.0 28.8 - 11.9 11.0 40.7 
WeiCleSe men Ne. Bien os sicme tet eons ons S13 a4lel 0.2 10.7 Sie, -SPAe/ 
Rubbersmanutacturesmi mn shin ceo eins es OS as! 3.6 5.0 13:8 t5.8 
Non-ferrous metals and manufactures ......... 10.7 8.8 6.9 8.4 17.6 ire 
Chemicals and chemical products ............ 6.0 19'9 - 2.0 6.0 21. 


een eee  — ————— 

: United Nations Department of Eco- States, and also Belgium-Luxembourg, Den- 
te A edits: based on hata: statistics of the mark, France, Italy, the Netherlands, Norway 
following countries: Canada and the United and Sweden. 
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the United Kingdom hardly maintained its pre- 
war share. The 1935 percentages for imports of 
individual countries from Germany ranged from 
8.3 per cent for France to 27 per cent for Den- 
mark. The 1948 figure for Germany comprises 
western Germany only. 

The reason why the United States rather than 
the United Kingdom was able to replace Ger- 
many’s exports to western Europe was twofold. 
In the first place, the United States provided the 
means for the financing of western Europe’s dollar 
import balance through the Economic Coopera- 
tion Administration. Secondly, the United States 
rather than the United Kingdom had export capac- 
ities in the categories of goods which Germany 
had exported before the war. As can be seen from 
table 100, a large proportion of the United King- 
dom’s exports of manufactures before the war 
consisted of consumption goods, especially tex- 
tiles; the products of the heavy industries, the 
demand for which expanded very sharply in 
continental western Europe after the war, con- 
stituted only 42.2 per cent of total exports of 
manufactured goods but amounted to 65.9 per 
cent and 78.9 per cent, respectively, of pre-war 
German and United States exports. Although 
the production of heavy goods in the United King- 
dom increased after the war, its domestic re- 
quirements also rose as a result of the increase 
in domestic investment; accordingly, the differ- 


Table 101. 
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Table 100. Composition of Exports of Manu- 
factures of Germany, the United States and the 
United Kingdom, 1935 
(In percentage of total exports of manufactured goods) 
ee eee 


United 
Kingdom 


United 


Type of export Germany States 


Textile manufactures ..... 9.1 4.8 Diez 
Chemical products ....... 15.8 6.3 6.7 
Machinery® sere crs er: 16.4 26.6 15.6 
Vehicles ince or tse ee 32 25.8 6.5 
Iron and steel manufactures 24.3 14.0 10.8 


Non-ferrous metal manufac- 
CULES Acro ete ee ee 6.2 6.2 2.8 


Total, above manufactures 75.0 83.7 69.6 
Total, excluding textiles.. 65.9 78.9 42.4 


Source: League of Nations, International Trade Statis- 
tics (Geneva). 


ence in the United Kingdom’s position with re- 
spect to the United States persisted after the war. 
Moreover, the United Kingdom’s exports, in 
general, required longer time for delivery. In 
view of the virtual absence of German exports in 
1948, it was thus natural for western Europe to 
import its heavy machinery and iron and steel 
products from the United States.1® 


18 The comparison between the composition of United 
States and United Kingdom exports also helps to 
explain the relative stability of the United Kingdom’s 
share in the imports of the outer sterling area (table 
94). The huge post-war expansion in the outer sterling 
area’s demand for products of heavy industries had 
undoubtedly left the United Kingdom in a compara- 
tively disadvantageous position as a source of supply 
in relation to the United States. 


Composition of Exports of Continental Western Europe to the United 


States and Canada, 1935 and 1948 


See ee eee SS aimee ee Be 
Exports to United 


is States Exports to Canada Total 
1948 1935 1948 1935 1948 
ens oe current United States dollars: 
on-durable consumption goods ......... 13 
Durable consumption goods ............ 35 ; 5 oh 
Industrial raw materials ................ 229 7 15 104 244 
Machinery and equipment .............. 7 2 5 1 
Others exports e, .u3e wc ee ; 45 2 i) 26 50 
Total 446 22, 52 261 498 
ee percentage of total: 
on-durable consumption goods ......... 
Durable consumption goods ..........., 03 136 yr ah + 
Industrial raw materials ................ ules 31.8 28.9 ai 
Machinery andiequipments.- ee 1.6 9.1 9.6 “ties o. 
therkexpotts io su, 1. abd 10.0 Orie 16916 10.0 10.1 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


Source: United Nations 
trade statistics. 


Department of Economic Affairs; based on United States and Canadian 
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In the face of the very large rise in continental 
western Europe’s real imports, the import equiva- 
lent of its exports to the United States and Canada 
hardly rose at all. Table 101 shows the dollar 
values of continental western Europe’s exports to 
the United States and Canada in 1935 and 1948.1° 
Since, as was previously noted, United States 
export prices slightly more than doubled during 
this period, it is evident that there were very few 
commodities whose exports had risen in terms 
of import equivalents. The principal exceptions 
were non-ferrous metals and manufactures and 
textile materials, especially rayon. Since domes- 
tic consumption in the United States and Canada 
had risen considerably meanwhile, it is evident 
that the ratio of continental western European ex- 
ports to domestic consumption of commodities in 
the United States and Canada declined very 
sharply. In this respect the experience of western 
Europe was similar to that of the United King- 
dom. The pre-war?® and post-war! ratios of 
imports from continental western Europe to total 
domestic consumption in the United States, with 


19 For statistical convenience, figures for United States 
and Canadian imports from continental western Europe 
are used here instead of continental western European 
exports to United States and Canada. These two sets 
of figures show small discrepancies, but their percentage 
changes from 1935 to 1948 are roughly the same. 

20 Generally 1935 or 1937. 

21 Generally 1946 or 1947. 


only a few exceptions, showed a sharp decline in 
all traditional continental western European ex- 
ports, as the following list indicates. 


Ratio 


Pre-war Post-war 


Cigarettes paperm waren eee 93.0 - 
Sparklingewines met aaa enn re 59.0 23.6 
Brandy eee tee ot eee ere ee 25.0 11.0 
Cotton quilts and bedspreads ........ 13.6 0.02 
Mablevandidessert: winely. aaa nr 3.9 0.7 
a and garment leather (goat and 

te Sects cit Soe Doreen eo ene oe a ; - 
Purse (lox) Gar ee ern ee mete De) 3.9 
Uppemlesthera(allgkinds)i ss eer 2.0 0.1 
Glassware Saat een Sin 157, See 
Reathers clovesmemmnsrot te ty aaron 15 Del 
Platev lassi ree peric Nae eee eee 0.7 0.3 
Cottonkclotharer cence. coe 0.3 0.02 
Rayon) (filamentryarn)) eaeeeee ee 0.1 PAL 


Source: United Nations Department of Economic 
Affairs; based on publications of the United States 
Tariff Commission. 


The basic factors which have been responsible 
for the decline of continental western European 
exports since the war, in relation to United States 
consumption, were similar to those for United 
Kingdom exports. The decline reflected in part 
the inadequacy of export supplies in Europe in 
1948. To a very considerable extent, however, it 
reflected a continuation of the pre-war trend in 
the United States towards less dependence on 
imports. 


The Dollar Deficit of Latin America” 


During the inter-war period, the merchandise 
export surplus of Latin America with the United 
States and Canada, though showing a steadily 
declining trend, offset a large part of the deficit on 
invisible items, consisting primarily of shipping 
charges and dividend and interest payments. For 
instance, in 1935, the trade surplus (including 
gold production) amounted to $231 million, and 
the net payment on invisibles was estimated at 
$250 million to $300 million; the resulting net defi- 
cit on current account therefore was about $20 mil- 
lion to $70 million. After the war, the traditional 
export surplus in trade changed into a large im- 
port surplus. The import surplus on trade with 


22 This section deals with the dollar shortage of all 
the hard currency and soft currency countries in Latin 
America treated as a single“group. It includes the Latin 
American republics and the Netherlands Antilles. 


the United States and Canada, though much 
smaller in 1948 than during the years 1945 to 
1947, still amounted to $745 million (see table 
102). In addition, the deficit on invisible items 
had increased to $605 million. Thus, the total 
deficit in 1948 was $1,350 million.?® 


As shown in table 103, Latin America had 
surpluses on trade account in 1935 with all the 
major trading areas. In 1948, while it had a sur- 
plus of $1,420 million with the non-dollar world, 
its trade deficit with the United States and Canada 
was as high as $745 million. The enormous in- 
crease in the real dollar deficit of Latin America 
after the end of the war was the result of a larger 


23 Against this deficit, Latin America earned about 
$200 million through the offshore operations of the 
Economic Cooperation Administration. 
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Table 102. Current Account of Latin America 
with the United States and Canada, 1935, 
1947 and 1948 
(In millions of current United States dollars) 


EE 
Item 1935 1947 1948 


Balance of merchan- 
dise trade, f.0.b.2. 231 —1,760 —745 
Invisibles,» net .. —250 to —300 oe) —605 


Balance on cur- 
rent account ..; —19to —69 —2,309 -—1,350 


i LU EE EERE ER EERE 


Source: United Nations Department of Economic 
Affairs; based on United States Department of Com- 
merce, Survey of Current Business and Balance of Inter- 
national Payments of the United States; International 
Monetary Fund, Balance of Payments Yearbook, 1948 
and preliminary 1949. 


a Plus annual gold production. : } , 
b Balance with the United States only; including pri- 
vate donations. 


increase in the volume of imports from the United 
States and Canada than in the volume of real 
exports to these countries. Real imports from 
the United States and Canada in 1948 were more 
than 4.5 times the 1935 level, whereas real ex- 
ports to these two countries, measured in import 
equivalents, were about 2.4 times the pre-war 
level. However, as the following figures (in mil- 
lions of United States dollars at 1948 United 
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States export prices) show, the situation in 1948 
had already improved as compared with 1947. 


Index 

Amount 1935=100 

1985 1947 1948 1947 1948 
Real imports ace 
United States an 

Canada snes 773 4,440 3,476 574 450 
Real exports to 
United States and 
Canada (excluding 

gold production). 1,127 2,568 2,680 228 238 


Source: United Nations Department of Economic 
Affairs; based on United States and Canadian trade 
statistics. 

The increase in the volume of imports from 
the United States and Canada in the immediate 
post-war years appears to have met a substantial 
part of the pent-up demand which was supported 
by the assets in foreign exchange accumulated 
during the war. By 1948 this type of demand 
had weakened considerably as these assets were 
gradually exhausted. What remained as factors 
creating the post-war dollar deficit were the high 
levels of investment activities and development 
programmes in Latin America. In other words, 
the dollar deficit was, to a large extent, a con- 
comitant of the economic development efforts of 
Latin America. 


Table 103. Balance of Merchandise Trade (plus Gold Production) between Latin 
America and other Major Trading Areas, 1935 and 1948 


(In millions of United States dollars in current prices, f.0.b.) 


a a a ee ee ee 


Trade balance World 
with total 


World total: 


193 Saag Wee ye 
1948 eee 
Latin America: 
1 93'S Src See —601 
LOA Re ON oneethte HO, Birra: —675 
United States and Canada: 
1935 See Se. ee 319 
TOASTER SN? cans: Searesveri ds, ate —5,626 
Sterling area: 
193 Si is ee 322 
[Oa Sera as oes ea eee ee Sill 
Continental western Europe: 
1935 sth eee ea eee 
LOAS Poke sien Se ie NS. < 0.863 
Other regions: 
3 5 eats odo: eet oc eeane! — 
OAS eRe A ghee Nea 2.767 


America 


601 


Trade balance of 


Latin piney Sterling See Other 

Canada area Europe regions 

Sis seoe Wie 3883 2567 

gitinien :505iek i: 

343 S37) bay sey AOaaane 

503 4 OnTaT ar 50 

Se tes LT 131 
Wry soe ee 


TASOMEL: Soe Wurce und tach eee 


urce: See source and footnotes for table 89. 
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Latin America was the only region, in addition 
to the primary producing countries in the sterling 
area, which substantially increased its exports to 
the United States and Canada after the war. In 
the case of industrial materials this was due 
primarily to intensified industrial activity in the 
United States and Canada, which increased their 
imports of raw materials, such as petroleum, non- 
ferrous metals, and wool. In some commodities, 
such as tin, the increase in the export quantity 
was due to the supplanting of other areas as 
sources of supply after the war; in others, the 
stockpiling programme of the United States was 
an additional factor. The increase in Latin 
American food exports was associated with the 
growth in population and per capita income in 
the United States. 


Not only did the United States and Canadian 
markets absorb the largest share of Latin 
America’s total exports before the war, but the 
share actually rose from 31 per cent to 39 per cent 
between 1935 and 1948. Moreover, for many 
“commodities, such as copper, petroleum and fruit, 
the United States and Canada were the predomi- 
nant buyers. 


An analysis of the composition of exports from 
all Latin American countries indicates that in 
1935 foodstuffs and industrial raw materials were 
almost equally important in the total value of 
exports to the United States and Canada. Among 
the individual commodities exported, coffee was 
the most important item, constituting one-quarter 
of the total. Between 1935 and 1948 the exports 
of foodstuffs increased less than those of raw 
materials (table 104). 


In physical volume, exports of foodstuffs 
increased 25 per cent from 1935 to 1948 while 
in the same period exports of industrial raw 
materials increased about 120 per cent.** How- 
ever, as in the case of countries producing raw 
materials in the sterling area, the exports of Latin 
America were also subject to the influence of the 
inherent tendency of the United States and Can- 
ada towards a generally decreasing dependence 


24 The volume of exports of foodstuffs is obtained by 
deflating the values by the United States import prices of 
crude foodstuffs; that of industrial raw materials is ob- 
tained by using as the deflator a weighted average of 
United States import prices Of crude materials and semi- 
manufactures. 


Table 104. Value of Latin American Exports?® 
to the United States and Canada, 1935 and 1948 


(In millions of current United States dollars) 


Commodity 19385 1948 


Crude foodstuffs: 


CONCC Mater ee Che oo ei ce See 134.6 705.9 
(CanesSU Paria da ay rnc: e328 ase 83.3 327.5 
Bananase sete. doc cate oh, Die | 65.8 
Otherttiood ie ae sae et 18.0 126.3 


Total, foodstuffs 263.0 1,225.5 


Raw materials for consumption indus- 
tries: 


EM GeSTandes Kitls arene ere ee 17.3 40.1 
Tobacco, manufactured .......... 9.7 24.5 
Wool, manufactured ............. 6.9 136.4 
Other textile fibres (including manu- 

factured) G8. nt Jie neey. tyes 8.6 86.4 


Total, raw materials for 
consumption industries 42.5 287.4 


Raw materials for heavy industries: 
Non-ferrous metals and manufac- 


ULES Mr aE wes ee ak rai 29.4 298.9 
Oilfand fatssinedibien® ». 49.2 19.9 60.6 
SOGIUNIM TC a to meena ee ee 8.0 23.0 


Total, raw materials for 
heavy industries 57.3 382.5 


Posed: thie) Yr eee slik & 44.7 478.4 


Grand total 546.8 2,680.0 


Source: United Nations Department of Economic 
Affairs; based on United States and Canadian trade 
statistics. 

4 For statistical convenience, figures for United States 
and Canadian imports from Latin America are used 
instead of figures for Latin American exports to United 
States and Canada. 


on imports. In fact, the increased volume of food 
exports from Latin America bore a smaller ratio 
to real food consumption in the United States in 
1948 than in 1935. The ratio declined from 1.45 
per cent in 1935 to 0.98 per cent in 1948. Simi- 
larly, the ratio of exports of industrial raw mate- 
rials from Latin America to the value added (in 
real terms) by manufacturing industries in the 
United States fell from 2.13 per cent in 1935 to 
1.67 per cent in 1948.75 


The imports of individual Latin American 
countries in the pre-war period varied greatly, in 
accordance with both the amount and the kind of 
imported food required for domestic consumption 
and the degree of industrialization. However, in 
the countries as a group, the pre-war composition 


25 Since Latin American exports to Canada were 
about one-tenth of those to the United States, the ratios 
are calculated, as an approximation, with respect to 
the United States only. 
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of imports appears to have been, in order of 
importance, investment goods, food, textiles and 
other consumption goods. Among the individual 
suppliers, the United States was by far the most 
important; it alone furnished about one-third of 
the total imports of Latin America in 1935.” 


As compared with pre-war years, the Latin 
American demand for imported investment goods 
from the United States and Canada expanded 
notably in 1948. But, as shown in table 105, the 
increase in imports was not confined to investment 
goods. The share of imports from the United 
States and Canada in total Latin American im- 
ports rose from about one-third in 1935 to about 
two-thirds in 1948 and, as shown in table 106, 
the changes are even more striking in the case 
of individual commodities. 


The dollar position of Latin America after the 
war may be summed up as follows: In spite of 
the increase in its exports to the United States 
after the war, the dollar shortage of Latin Amer- 
ica was brought about by the huge expansion of 


26 The share of the United States in the imports of 
some individual countries was as high as 90 per cent. 


Table 105. Major Commodities Imported from 
the United States and Canada by Latin America, 
1935 and 1948 


(In millions of current United States dollars) 


Commodity 1985 1948 
Consumption goods: 
FOO Rape tetas Sean eee 3 64 366.7 
Textile manufactures (includin 
VACMS) Press cat ote Oma a hee 26.9 260.0 
Automobiles and automobile parts. . 14.4 378.8 
Papers and related products ....... 9.3 63.9 
Rubber and manufactures ......... 8.4 35:0, 
Total, consumption goods 95.1 1,105.1 
Investment goods: 
Industrial machinery ............. 39.3 466.9 
Iron and steel manufactures ....... 38.1 338.7 
Electrical machinery and apparatus. 23.6 240.7 
Chemicals ties, 2 om tr tenets, 2335 256.1 
Agricultural machinery .......... 9.9 98.6 
Total, investment goods 134.2 1,401.0 
Others iors brctees Agee tie ee ACS 145.7 969.9 
Grand total 375.0 3,476.0 


Source: United Nations Department of Economic 


Affairs; based on United States and Canadian trade 
Statistics. 
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Table 106. Ratio of Imports from the United 
States and Canada to Total Imports of Latin 
American Countries, 1935 and 1948 


(In percentages) 
ee ——————————— 
Number of 
countries 
Ul ad included 1935 1948 


sealer) Site ee eee 


Cereals ter. ie eee 3 19 40.0 
Textiles and manufactures .. 7 12:9 54.2 
Iron and steel manufactures. 4 tyes) 69.4 
Machinery and vehicles .... 7 72.0 85.2 
Chemicals and products .... 4 36.2 Uilez, 


ES 


Source: United Nations Department of Economic 
Affairs; based on United States Department of Com- 
merce, Foreign Commerce Yearbook and Foreign Com- 
merce Weekly. f ; 

aIncluding only countries for which relevant statis- 
tical data are available for both years. The ratios are 
assumed to be representative for Latin America as a 
whole. 


its dollar imports and the rising prices of imports, 
which, in the circumstances, could not be counter- 
balanced by higher prices for its exports. The 
maintenance of high levels of investment activity 
in Latin America tends to perpetuate its high 
demand for imports of investment goods. The 
dollar deficit is thus likely to remain coupled with 
Latin American economic development problems, 
although the situation may be alleviated by the 
development of alternative sources of supply in 
Germany and Japan, which were important sup- 
pliers to Latin America before the war, and in 
the United Kingdom and continental western 
Europe. It is reasonable to expect that with the 
continuance of economic development in Latin 
America, the United Kingdom and continental 
western Europe will be able to increase their 
volume of manufactured exports to this area in the 
future. As has already been noted, however, the 
latter two areas have traditionally concentrated 
largely on the export of consumption goods, 
whereas the increased demand of Latin America 
is especially significant in respect of investment 
goods. The future composition of exports from 
the United Kingdom and western Europe will 
thus be an important factor in determining their 
sale in Latin American markets. 


Chapter 10 


The 1949 Currency Devaluations and International Trade 


The preceding chapter indicated that the dollar 
problem, which was the principal manifestation 
of international economic disequilibrium in the 
post-war period, had its origins in certain trends 
evident long before the Second World War; and 
that war-time and post-war developments re- 
flected not merely the continuation of these trends, 
but the emergence of new sources of disequilib- 
rium—some of them short-term in character, 
some of them of longer term. The short-term 
sources of disequilibrium were the dislocations 
of production and normal trading relations which 
occurred in the war-devastated economies, giving 
rise to heavy imports from other areas, particu- 
larly from the dollar area, in which supplies were 


_-more abundant than elsewhere. The longer term 


factors included the economic aims of countries 
in Europe and overseas for promoting further 
industrial expansion when the reconstruction or 
reconversion process had been completed; the 
high levels of investment activity which were re- 
quired in the under-developed countries if stan- 
dards of living were to rise; and the exceptional 
self-sufficiency of the United States in normal 
times. Under these conditions the demand for 
United States goods was likely to exceed the 
current dollar earnings of the rest of the world, 
even after the end of the reconstruction period. 


During the nineteen thirties, deficits with the 
United States were financed in large measure 
through drawings on reserves or sales of gold from 
current production. These methods of financing 
declined in importance in the post-war period 
owing to the very low level of reserves in the non- 
dollar area; moreover, the dollar value of current 
gold production fell by comparison with the pre- 
war period, while the current dollar deficits in- 
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creased greatly owing to the larger volume of 
imports from the dollar area and the much higher 
levels of post-war prices. 


In order to adjust their demand for dollar 
goods to the level of their dollar earnings to- 
gether with the inflow of dollar capital in one 
form or another and net sales of gold to the 
United States, the deficit countries employed 
direct exchange and trade controls throughout 
the post-war period. Following upon the dollar 
crisis in 1949, described below, many countries 
decided to devalue their currencies in relation to 
the dollar. This policy was designed both to raise 
their dollar earnings through increasing their 
export competitiveness, and to discourage dollar 
imports through a rise in the prices of dollar 
goods in terms of devalued currencies. 

The analysis which follows examines the short- 
term effects of the price adjustments that occurred 
after the devaluations of September 1949. Infor- 
mation was insufficient at the end of 1950 to 
permit conclusions concerning the longer term 
effects of devaluation, and hence as to the general 
effectiveness of price adjustments in resolving the 
problem of international disequilibrium. 

The analysis indicates the nature of the events 
immediately preceding devaluation and considers 
the actual price changes which occurred as a 
result of devaluation. The relationship of these 
price changes to developments in trade between 
the dollar and non-dollar areas of the world are 
then examined both as to the rest of the world’s 
exports to, and as to its imports from, the dollar 
area. By this means some judgments may be 
possible regarding the extent to which devaluation 
contributed to the narrowing of the dollar gap 
which took place during the first half of 1950. 
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The Dollar Crisis of 1949 


Some progress had already been made by 1948 
in reducing the dollar gap, as production levels 
rose in the deficit countries, and more normal 
sources of supply replaced emergency imports 
from the dollar area. The merchandise export 
surplus of the United States declined from $9,500 
million in 1947 to $5,500 million in 1948, as a 
result both of increased imports and of decreased 
exports. 

In the first half of 1949, however, the dollar 
gap widened once again, and United States ex- 
ports increased while imports fell. The rise in 
exports was partly the result of higher shipments 
under the European Recovery Program, but it 
also reflected the anticipation of other countries 
that their current dollar earnings through exports 
to the United States would be maintained at the 
rate of the second half of 1948, or higher. In 
fact, however, United States imports fell in the 
first three quarters of 1949 during the phase of 
inventory liquidation associated with the business 
recession in the United States. By the second 
quarter of 1949, the United States export surplus 
had risen to an annual rate of $7,000 million. 

These developments were associated with an 
increase in the gold and dollar deficit of the non- 
dollar area, which appears to have been concen- 
trated largely in the sterling area. During the nine 
months ending 31 March 1949, the gold and 
dollar deficit of the countries participating in the 
sterling area’s dollar pool was fairly stable at a 
quarterly average of $337 million. The pooled 
gold and dollar reserves of the sterling area were 
at approximately the same level at the end of this 
period as at the beginning. Thereafter a rapid 
deterioration set in, and the gold and dollar re- 
serves fell from $1,912 million on 31 March 1949 
to $1,340 million on 18 September 1949. 

In the first half of 1949 the anticipated and 
actual net gold and dollar deficits of countries 


1The Union of South Africa is excluded since the 
proceeds of its exports to the United States did not 
accrue to the sterling area dollar pool. 

2 United Kingdom imports from the dollar area i 
the first half of 1949 were almost exactly as oak 
pated in the Economic Survey for 1949, See Hansard 
vol. 467, column 799, table A. Dollar area exports to 
the rest of the sterling area excluding the Union of 
South Africa, on the other hand, increased from a 
semi-annual rate of $544 million in 1948 to $655 million 


participating in the sterling area dollar pool were 
as follows (in millions of current dollars): 
Deficit 


Forecast Actual 


Total —786 —962 
United Kingdom deficit with dollar 


arenas [Ok Sev eee. ==) 04 e629) 
f sterling area deficit with dollar 
aarti : or ne eS Wee arene —60 —177 
Net gold and dollar payments to non- 
dollar. countricsce sameeren —202 . —156 


Source: United Kingdom, Economic Survey for 1949 
(Cmd 7647, London, 1949), and Balance of Payments, 
1946 to 1950 (Cmd 8065, London, October 1950). 

aOn current and capital accounts. 

b Net contributions to sterling area dollar pool by 
rest of sterling area, less net withdrawals. 

¢ On whole sterling area account. 


It will be seen that the actual gold and dollar 
deficit in the first half of 1949 was $176 million 
larger than had been anticipated in the United 
Kingdom Economic Survey for 1949; the United 
Kingdom and the rest of the sterling area made 
approximately equal contributions to the increase, 
while net gold and dollar payments to non-dollar 
countries were lower than expected. The exports 
to the United States of sterling area countries 
other than the Union of South Africa? fell from a 
semi-annual rate of $584 million in 1948 to $507 
million in the first half of 1949. The remainder 
of the “unexpected” increase in the dollar deficit 
was due in part to higher dollar imports by the 
rest of the sterling area than had been foreseen.? 
Speculation based on the anticipated devaluation 
of sterling was an additional major factor, reflect- 
ing both the postponement of orders and pay- 
ments for purchases from the sterling area by 
dollar area countries and also, probably, an in- 
creased outflow of capital from the sterling area 
to the United States, notwithstanding exchange 
control.’ 

Since the dollar deficit anticipated in the 
United Kingdom Economic Survey for 1949 had 
been budgeted with the intention of maintaining 


in the first half of 1949. Onl is i 
nee nly part of this increase had 


second and third quarters, respectj i 
1 thi 5 pectively. A considerable 
part of this rise probably reflected unrecorded capital 


flight i A 
ae SReA the sterling area to the United States (see 
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gold and dollar reserves intact,‘ any increase in 
the deficit above this level necessarily involved a 
reduction of the reserve. 


The very expectation that sterling would be 
devalued made devaluation more difficult to resist, 
since it generated an outflow of speculative funds 
which, together with the adverse movement on 


# An increase in the sterling area net gold and dollar 
deficit of $105 million over the level of the second half 
of 1948 had been forecast in the Economic Survey for 
1949, but dollar requirements were expected to be 
approximately covered by European Recovery Program 
aid, by drawings on the Canadian credit and by other 
dollar finance. Dollar receipts under the European Re- 


current account with the United States, strained 
the sterling area’s resources almost to the limit. 


On 18 September 1949 the devaluation of 
sterling by 30.5 per cent in relation to the United 
States dollar was announced. This was followed 
by a wave of devaluations in the non-dollar area 
and in Canada.® 


covery Program for the year 1948-49 were expected to 
amount to $1,261 million, and were in fact very close 
to this figure, namely, $1,258 million. See paragraph 69 
aay 16 of the Economic Survey for 1949 (Cmd 

©’ Ror details see Annual Report of the International 
Monetary Fund, 30 April 1950, appendix I. 


Commodity Prices after Devaluation 


PRIMARY COMMODITIES 


Many factors other than devaluation influenced 
the course of primary commodity prices after 
September 1949, 

In some cases international agreements or 
_--hational policies considerably affected the prices 
of primary commodities. For example, transac- 
tions under the International Wheat Agreement, 
accounting for about half of total world wheat 
exports in the season 1949/50, were generally 
made at the maximum of the specified price range 
(US $1.80 per bushel). United States Govern- 
ment price support programmes set floors beneath 
the dollar prices of certain agricultural commodi- 
ties, such as wheat and cotton. Variations in 
United States purchases for the strategic stockpile 
exerted a significant influence on the markets for 
such commodities as rubber and tin.? United 
Kingdom bulk purchase agreements established 
contract prices for British imports of food and 
raw materials; the impact of devaluation here 
depended on whether these prices were fixed in 
sterling or some other currency.’ 

Apart from these factors, the dollar prices of 
primary products which were supplied on balance 
from the non-dollar area to the dollar area— 


6 The fall in the dollar price of tin at the end of 1949 
was probably due to the resumption of free trading in 
the tin market in November 1949, rather than to 
devaluation, or changes in United States demand. 

7 For example, the contract price of wheat imports 
from Canada was fixed in Canadian dollars, so that the 
sterling price of Canadian wheat rose sharply after 
devaluation. The sterling prices of United Kingdom 
imports of bacon and butter from Denmark, on the 
other hand, actually declined between 1949 and 1950. 


forming the first group of commodities in table 
107—were largely determined by fluctuations in 
United States imports, since demand elsewhere 
was generally stable or steadily rising. 


Wool provides an outstanding example of the 
effect of changes in United States demand upon 
raw material prices. European imports of raw 
wool increased from 1948 to the first half of 1949, 
but the decline in United States imports was 
sufficient to cause a marked fall in wool prices. 
At the end of 1949 and during the first half of 
1950, European imports of raw wool continued 
to rise steadily, and United States imports also 
increased sharply owing to improved business 
conditions. Higher imports of this commodity 
alone accounted for nearly $100 million of the 
entire increase of $425 million in the imports of 
the United States between the first half of 1949 
and of 1950. Since current rates of wool produc- 
tion could not be increased quickly, and world 
stocks were declining in view of the excess of 
consumption over production, it was probably 
inevitable that wool prices should rise even 
beyond pre-devaluation dollar levels. Devalua- 
tion appears to have had no influence of any 
consequence on the dollar prices of wool.® 


8It is noteworthy that the New York Raw Wool 
and Wool Top Futures Exchange registered a marked 
upswing of forward quotations during the four weeks 
preceding the devaluation of sterling—reflecting the ex- 
pectation of increased demand as United States recovery 
proceeded. After the announcement of the new rate of 
exchange for sterling, futures dropped temporarily but 
recovered again from October onwards. See Food and 
Agriculture Organization of the United Nations, Com- 
modity Reports, Wool, 13 March 1950. 
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Table 107. Indices of Post-Devaluation Prices of Basic Commodities in Sterling and Dollar 
Markets, June 1948 and January and June 1950 
(June 1949 = 100) 


J a a a 


Price index 


Description, Description, Dollar 
sterling dollar e re iy 
Commodit: market market of sterling 
oes quotations? quotations? Sterling market market Dollar market 
June January June January June June January June 
1948 1950 1950 1950 1950 1948 1950 1950 


a 


Commodities supplied, on balance, 
dollar area: 


from non-dollar to 


COCOA anor British imports from Accra, New York Al. als a) LOG TZ 145598165 
British West Africa¢ 
(CHES so gonce British imports from Santos No. 4, New 114 Ge 1k GS Lom 997 182 a a76 
British East Africae York 
Jute eee Daisee 2/3, Dundee Native firsts, New 102 116 112 81 78 100 90 94 
York 
Rubber ac. : RSS No. 1, London RSS, Plantation, 137 149 243 104 169 140 113 190 
New York 
Lea neste Ceylon: Black me- Black, Ceylon and 75 146 95 101 66 102 99 81 
dium India, ex store 
Ein ea ee te Standard cast Sinaltsen Nae 100 105 106 We 74 100 74 75 
Wool, scoured . Dominion, London Territory, Boston LTOm sts Oe 159 104 111 92 102 
Commodities supplied, on balance, from dollar to non- 
dollar area: 
Aluminium ...Ingots, home Virgin ingots, N. Y. 92 124 124 86 86 89 100 103 
Copperaeeiee: Electrolytic, London Electrolytic, New 112 130 158 90 110 13 Opell Lieetis 5 
York 
‘Cotton ae Middling 15/16”, Middling 15/16” Bie Me lela) 89 98 113 95 103 
Liverpool 
Eueiiollipeae... General zones aye: 2 straw, Okla- 108 116 121 81 84 143 114 116 
oma 
Reade. ee ee: Soft, foreign Pigadestiverized,aellOme 1 Seer ti2 82 78 146 ~=100 99 
New York 
Linseed ...... India: Brown bold No. 1, Minnesota? 95 une 24 eG 86 88 102 66 67 
Bombay 
Sugar, raw....UK: imports from Raw 96°, New 115 136 143 95 
Cakes ee 99 92 98 98 
‘hobaccomen ae Rhodesia, stemmed Leaf LOOM120.55130 83 90 89 97 97 
Wheat #..5.0s.0- Manitoba No. 1 Dark No. Spr.: Min- 131 131 91 91 110 100 +3103 
neapolis 
ZinC tee eee G.O.B. foreign es _Western, St. 96 110 163 Ths ile} 126% 510200 aA53 
ouis 
Commodities traded mainly within dollar or non-dollar area: 
BEYSON. boc adc British cutsides Smoked, cured COLO es C0) es 70 Wi 91 93 
Butter eee All grades, first hand, Creamery, 92 36 
Beles pe es SCOLG, TS 7) LOOM 0 70 83 1369 106m 102 
pce erik Si Portland, London Portland composite 100 103 103 dz: YP 96 100 100 
Oal! Fare ey. eee t Admi a i i 
a miralty, Car- Bituminous 100 100 = 101 70 70 93 103 102 
Coconut oil ...UK total imports¢ Crude, Manila 86 116 105 
, 81 73 169 97 88 
Coprameenne Ceylon: Estate No. i 
Colombe eat Done aeiiciperts | Slate gents 89, W82y 209-50 127) anita 
Pig-iron ...... Basic Composite Oe i, it 
: ' 07 70 74 89 100 
Ricca ae ees: UK total 101 
otal imports¢ ReOre: New Or- 99 101 114 70 79 128 79 77 
Steel mes, te Bars, blooms, billets Billets, rerollin 
broke sa , , : g 82 100 #100 70 70 
Sulphuric acid .68° Tw 0 87 102 102 
66 ee VO}0'% 106 100m fit 70 ali 88 100 104 
Wood- ie, ; ; 
ood-pulp Imports from Swedene Sulphite, domestic 112 67 88 47 61 111 90 90 


Source: Statistical Office of 


a U 7 * 
the United Nations. nited Kingdom, unless 


; b United ; 
otherwise stated. States 


: 4 Base: : 
¢ Unit value of imports, ase: April 1949. 
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Composite dollar price indices for the eight 
major primary products imported by the United 
States from the sterling area together with a 
quantum index of United States imports of these 
commodities, are shown below for selected months 
(June 1949 = 100): 


Composite Composite 


dollar prices® quantum» 

1949: 

PAU RUSE Sere tpekouatn's: chy sch 5 hgh eB 104.4 99.1 

INOVEMUEE PS, oot aie se rece 99.4 124.2 
1950: 

FATAL Y Meee teh ees us oes 104.8 162.7 

17 ENR) 0 Rr a oe Ae 5 104.3 164.0 

SUNG MERE yo Ast. el es 124.7 166.5¢ 


Source: Based on United States official statistics. 

a Based on dollar prices for burlap, cocoa, goatskins, 
jute, rubber, tea, tin and wool, weighted by the 1948 
value of United States imports of each of these com- 
modities. 

b Three-month moving averages centred. 

¢ Month of June. 


It will be seen that since June 1949 increased 
United States imports of sterling area raw mate- 
rials were associated with higher, and not with 
lower, dollar prices. This would suggest that 


__-Sterling area primary commodity prices since 


devaluation have, on the whole, been influenced 
more by the level of United States demand and by 
the relative inelasticity of supply in the short 
period than by devaluation itself. 


An extremely important by-product of the rise 
in prices of sterling area raw materials has been 
the worsening of the terms of trade of the United 
Kingdom and other western European countries 
with the rest of the sterling area.® The weighted 
average volume of imports by the United King- 
dom of the eight sterling area commodities dis- 
cussed above was 3.5 per cent lower in the first 
six months of 1950 than in the corresponding 
period of 1949, but the cost of this decreased 
volume of imports was 26 per cent higher than 
in 1949, owing to a 31 per cent rise in the average 
unit value in terms of sterling. United Kingdom 
export prices, on the other hand, rose only 6 per 
cent between the first half of 1949 and the first 
half of 1950 in terms of sterling.’ 


The second group of primary commodities for 
which price changes are given in table 107 are 


9 As shown below, this was due in part to higher 
United States demand for sterling area raw materials 
and in part to devaluation. 


10 These developments ‘have important implications 
which are further considered below. 


those which the United States or other countries 
in the dollar area export in significant quantities 
to the non-dollar area; world prices of these com- 
modities also tend to be strongly influenced by 
demand in the dollar area. The dollar prices for 
wheat, cotton, tobacco, sugar and the non-ferrous 
metals were little different in January 1950 from 
their June 1949 level, and subsequent increases, 
particularly in copper and zinc, were the conse- 
quence of increased business activity in the United 
States. As a result, the prices of all these com- 
modities increased sharply in the sterling mar- 
ket after devaluation—as indeed had been fully 
expected. The extent of the cost to devaluing 
countries of the increased local currency prices 
of dollar area commodities may be gauged from 
the experience of the United Kingdom with its 
imports from the dollar area of grain, sugar, to- 
bacco, cotton, petroleum’ and non-ferrous 
metals. The total volume of United Kingdom 
imports of these commodities from the dollar area 
was some 18 per cent lower in the first half of 
1950 than in the first half of 1949,!2 but the cost 
in sterling was 2.5 per cent greater, as a result 
of an average increase of nearly 25 per cent in 
the sterling unit value of these commodities. 


Sterling prices of primary commodities which 
are traded to a relatively small extent between 
dollar and non-dollar areas appear to have in- 
creased very little or, at any rate, to have risen to 
far less a degree than the rate of devaluation. 
Thus, in the case of commodities like cement, 
pig-iron and steel, which are produced in the 
United Kingdom largely from domestic raw ma- 
terials, there was no reason why sterling prices 
should rise as a result of devaluation, except in 
so far as, in the longer term, the effects of in- 
creased costs in sectors of the economy dependent 
upon imports began to spread elsewhere. 


MANUFACTURES 


While devaluation appears in many cases to 
have had only a minor effect on the export prices 
of primary commodities in terms of dollars, the 
prices of manufactures exported by western 


1i1J[mports from the United States, Venezuela and 
the Netherlands Antilles are included in the case of 
petroleum. 

12 The volume of imports of grain, cotton and non- 
ferrous metals was much higher in the first half of 1949 
than in the second half. 
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Chapter 10. 


European countries fell appreciably in terms of 
dollars. Between early September 1949 and mid- 
1950, typical dollar prices of United Kingdom 
exports of cotton and leather goods fell by over 
20 per cent and of woollens and worsteds and 
motor vehicles somewhat less, French brandy 
declined about 20 per cent and French wines a 
little less, on the average. Cheese products of 
Italy and the Netherlands were over 30 per cent 
cheaper. French, German and United Kingdom 
china and earthenware fell between 10 and 25 
per cent. Certain manufactured commodities ex- 
ported by western Europe, however, failed to 
decline in dollar price, or even increased. These 
were generally commodities for which United 
States demand was judged to be inelastic with 
respect to price so that the maximization of dol- 
lar earnings required the maintenance of dollar 
prices.1* Examples of such cases were Scotch 
whiskey and French perfume. 
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The decline in the United States import unit 
value for manufactures was only four to five 
points from the third quarter of 1949 to the first 
and second quarters of 1950, which might appear 
surprising in view of the widespread declines in 
the dollar export prices of the western European 
manufacturing countries. However, western Eu- 
ropean manufactures constitute only a fraction 
of United States imports of finished manufactures, 
which include such items as newsprint, obtained 
mainly from Canada, and petroleum products 
from Latin America and the Middle East.1* Total 
United States imports from the western European 
countries which devalued—in all categories, in- 
cluding manufactured foodstuffs and semi-man- 
ufactures as well as finished manufactures—were 
valued at some $410 million in the first half of 
1950, while total imports of finished manufac- 
tures alone amounted to $664 million. 


Import and Export Prices and Terms of Trade 


The effects of devaluation on the cost of im- 
ports to the devaluing countries is clearly apparent 
from table 108. It will be seen that in nearly all 
cases the unit value of imports by devaluing 
countries rose considerably between the first half 
of 1949 and the first half of 1950. This was due 
not only to the higher costs of imports from the 
dollar area, in terms of domestic currencies, but 
also to rising export prices in soft currency 
countries. 


The import unit value index of the United 
States declined only slightly from the third to the 
fourth quarters of 1949, and subsequently in- 
creased by several points. This was the result, in 
large measure, of the sharp rise in the cost of 


13In this connexion, the following extract from a 
statement of the President of the United Kingdom 
Board of Trade, published in the Board of Trade Journal 
for 24 September 1949, is of interest: “. . . The objec- 
tive of every exporter must be to intensify his selling 
effort in such a way as to secure the maximum dollar 
receipts. The prices of most British exports to North 
America are quoted in sterling but are payable in 
dollars or United States sterling at the current rate. 
There is nothing to prevent our exporters from raising 
their sterling prices where they already hold an assured 
dollar market which could not easily be expanded, for 
example because of production limitations, and it may 
well be appropriate for a number of exporters to raise 
their prices in terms of sterling so as to earn some- 


imported crude foodstuffs, heavily weighted by 
coffee. After a small initial fall, the import unit 
value of crude materials also rose in the second 
quarter of 1950 above the level prevailing im- 
mediately before devaluation. 


Further light on the changes in import prices 
which have taken place since devaluation is pro- 
vided in table 109, in which actual changes in 
import unit values between the first half of 1949 
and the first half of 1950 are compared with 
“expected” changes. The latter, which are pre- 
sented in the second column of the table, are 
defined, for individual countries, as the antici- 
pated movements in import unit values resulting 
from the relative changes in the exchange rates 


thing like the same amount in dollars as previously. But 
buyers in the United States and Canada will probably 
expect some cut in prices to them and in certain ranges 
of goods competitive conditions in North America will 
of course require reductions in dollar prices, especially 
where reduction in the dollar price of sterling area raw 
materials leads to lower manufacturing costs in North 
America .. .” 

14 The fall in the United States dollar price of news- 
print imports from Canada after the Canadian devalu- 
ation was very small. This item alone accounted for 
about one-third of all United States imports of finished 
manufactures in the first half of 1950. United States 
dollar prices for fuel oil rose from August 1949 to 
January 1950; and for gasoline fell only slightly. 
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of the countries of origin—on the assumption 
that the composition and origin of imports were 
the same as in the first half of 1949, and no 
changes in prices occurred in terms of the national 
currencies of the supplying countries. The differ- 
ences between the first and second columns of 
table 109 are due to changes in the origin or 
composition of imports, or to changes in the 
prices of the supplying countries in terms of their 
domestic currencies. 


Table 109. Indices of Import Unit Vaiues of 
Certain Countries, in National Currencies after 
Devaluation, 1950 (First half) 


(First half of 1949 = 100) 


Import “Bepected” 
Country unit import 

value* unit value? 
Belgium-Luxembourg ......... 95 98 
ID eniiman Kiera arts oicucns estos 110 121 
[Rrancewmee ee ea ee tt 108 
IKPAKY 5 oS 'ho.cto cttee theo a nee eee 92 99 
INetherlandss sa eces. cencseoe sor 108 122 
INOLWAVaenetne fobs het: 108 120 
Wimiteds kingdom eee ill 118 
Wnitede Statesmen nied 99 90 


Source: Statistical Office of the United Nations and 
International Monetary Fund. 


® Unit value indices with current weights, except that 
unit value indices for Italy and the United States are 
based on moving crossed weights. 


b Computed short-run change due to devaluation; 
based on changes in the exchange rate of the importing 
country in relation to the currency of each trading part- 
ner, weighted by the value of imports from that trading 
partner in the first half of 1949. 


In all the cases in which devaluation was “ex- 
pected” to result in increased import prices, with 
the exception of France, the actual increase 
turned out to be less—sometimes substantially 
less—than the anticipated increase.1* This prob- 
ably reflects, in large part, the change in the 
composition of imports of the countries con- 
cerned. Imports from the United States were 
considerably reduced between the first half of 
1949 and of 1950, and such goods as continued 
to be obtained from the United States were, on 
the average, 8 per cent cheaper in the first half 
of 1950 in terms of dollars. On the other hand, 
imports from other devaluing countries increased. 


For the United States, developments were ex- 
actly the contrary of the above. It might have 
been “expected” that devaluation would lower 
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the average cost of United States imports by about 
10 per cent, but the actual decline between the 
first half of 1949 and the first half of 1950 was 
only one per cent. This resulted from the 
changes in the export prices of the devaluing 
countries, particularly those which export primary 
products. 


With respect to export prices, the immediate 
effect of devaluation was, of course, to lower the 
dollar export prices of the devaluing countries. 
However, the export prices of a number of coun- 
tries which are important suppliers of primary 
commodities rose—often to the full amount of 
the devaluation, or even more.t° These develop- 
ments are reflected in the export unit value indices 
for the first half of 1950 of such countries as 
Australia, Ceylon, Indonesia and Malaya, as indi- 
cated in table 108. 


The export unit value indices of the industrial 
countries of western Europe and the United 
States fell in terms of dollars; the greater fall took 
place in western Europe owing to devaluation. 
It is evident from table 110 that the rise in west- 
erm European export unit values in terms of 
domestic currencies was considerably less than 
the rate of devaluation. It is possible that the 
consequent fall in western European dollar export 
prices had some effect on United States export 
prices. It is also noteworthy that while the rates 
of devaluation were different in the United King- 
dom, Belgium and the western zones of Germany 
—countries which compete with one another 
over a wide range of export goods—their export 
prices in domestic currencies moved in such a 
way as to offset to a considerable extent the differ- 
ential effects of the devaluations; thus, as shown 
in table 110, the export unit value indices of these 
countries in terms of dollars bore approximately 
the same relationship to each other in the second 
quarter of 1950 as before devaluation. 


The terms of trade of the main western Euro- 
pean devaluing countries moved adversely in the 


75In the cases of Belgium-Luxembourg and Ital 
which devalued by 12 and 8 per cent, respectivel Mia 
relation to the United States dollar, and which there- 
fore appreciated in relation to sterling and other soft 
currencies, the fall in the average cost of imports was 
greater than expected, for the same reasons as the above. 
eee pee oe price hess of eight major 
ities importe i 
the sterling area, BHOWHON Peat eee ee 
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Table 110. Indices of Prices or Unit Values of 

Western European and United States Exports 

in terms of United States Dollars, 1950 
(First half) 


(Third quarter of 1949 = 100) 


1950 Rate of 
—_——- devalu- 
Item First Second ation 
quarter quarter (percent) 
Prices 
Denmark” cette. vues 65 64 30.5 
Sweden waleres his! 2252) 80 84 30.5 
SWItZeLIAnGen is... meruenins.: 97 98 - 
United Kingdom ....... ie 16 30.5 
Unit values: 
bio coon do Son OF 77 76 12.3 
IbTance a eee week bee cee 83 82 Dies 
Germany, western zones?. 72 7A 20.6 
Ttaly eer. Bon. Reger. 93 89 gb 
INetherlandsi ae... a2 ee cin 79 76 30.2 
IN OT WAY gees Ss A cn 69 67 30.5 
Wnited = states™ +++ s.2. 97 95 - 


Source: Statistical Office of the United Nations. 


~ a Index for third quarter of 1949 estimated on the basis 
ee the index for the United Kingdom and the United 
tates. 


b Approximate. 


Devaluation and 


The major change in international trade be- 
tween the first half of 1949 and of 1950 was the 
fall in the import surplus of the rest of the world 
with the dollar area by over $4,300 million, at 
annual rates, as the following figures on the mer- 
chandise export surplus of the dollar area (in 
millions of dollars in current prices) show: 


1949 
1948 — 1950 
Half-yearly First Second First 
rate half half half 
Exports of dollar area 
to rest of the world, 
EO Deir aoe tisaits 5,260 5,427 4,408 3,691 
Exports of rest of the 
world to dollar 


ARCA O.OT eh sue ke, O22 Dees PEM 2,541 
Export surplus of dol- 
lareareay fer teed. 2,938 Shsyall P2-00i/a 1,150 


Source: Based on appendix table XIV. 


Of the total decline, 20 per cent was due to 
increased exports by the rest of the world to the 
dollar area. The remainder was the result of 
diminished dollar area exports to the rest of the 
world. 


first half of 1950, as can be seen in table 108. 
The leading exception was Italy, which devalued 
by only 8 per cent, and which therefore appre- 
ciated in relation to many of its trading partners, 
so that export prices fell less than import prices. 
Many of the devaluing countries which export 
primary commodities were able to offset the 
higher cost of imports by still greater increases 
in the prices of exports. In general, the primary 
producing countries, whether they devalued or 
not, improved their terms of trade in the first half 
of 1950.37 


Perhaps the most surprising development of 
all after devaluation was the adverse movement 
of about 8 per cent in the terms of trade of the 
United States between the first half of 1949 and 
the first half of 1950, whereas it might have been 
expected that the prices of United States imports 
would decrease in terms of its exports by some- 
thing of the order of 10 per cent. The reasons 
for this occurrence follow from the data already 
presented concerning the decline of United States 
export prices, and the lesser fall than anticipated 
in the prices of United States imports. 


International Trade 


The period following devaluation therefore 
undoubtedly coincided with a very marked reduc- 
tion in the unbalance of trade between the dollar 
and non-dollar areas. Devaluation was, however, 
only one of a number of significant economic 
developments affecting the dollar trade balance 
of the world in the first half of 1950. Some of the 
most important of these were the upturn in United 
States economic activity towards the end of 1949 
and during 1950; the additional import restric- 
tions applied by many countries against dollar 
area goods during this period; the higher levels 
of food production in western Europe; the lower 
shipments under the European Recovery Pro- 
gram; and the revival of German industrial output 


17 This conclusion is confirmed by an examination of 
the relative movements between 1948, 1949 and the 
first half of 1950 in the export unit value indices for 
manufactures of the United States and the United 
Kingdom as against their import unit value indices for 
foodstuffs and raw materials. The purchasing power of 
primary products in terms of both United Kingdom 
and United States exports of manufactures improved 
in the first half of 1950 in relation to both 1948 and 1949. 
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and exports. Since all these developments tended, 
of themselves, and independently of devaluation, 
to narrow the dollar trade gap, it is extremely 
difficult to obtain any clear idea of the net impact 
of devaluation itself in that respect. 


The effectiveness of devaluation as a means of 
reducing the dollar gap depended on the extent 
to which the imports of devaluing countries from 
the dollar area declined, owing to the rise in the 
prices of such imports in the domestic currencies 
of the devaluing countries, and on the extent to 
which the exports of the devaluing countries both 
to the dollar area and to other markets, in re- 
placement of dollar goods, could be increased as 
a result of their improved competitive position. 


So far as exports to the dollar area were con- 
cerned, the effects of devaluation depended on 
the elasticity of the demand of the dollar countries 
for the products of the devaluing countries. If 
the dollar value of exports of any devaluing coun- 
try to the dollar area were to increase, the volume 
of these exports had to rise more than in inverse 
proportion to the reduction in dollar prices.1* 


Increased trade between soft currency countries 
in replacement of dollar goods could also have 
contributed to the easing of the dollar shortage. 
For example, the substitution by western Euro- 
pean countries of soft currency sources of supply 
for dollar area imports would to that extent have 
reduced their demand for dollars. Or, again, 
increased exports by the United Kingdom to the 
sterling area in replacement of dollar products 
would have reduced demands upon the sterling 
area dollar pool. 


For convenience, these various aspects of the 
effects of devaluation are considered in turn, be- 
ginning with the impact upon the exports of the 
devaluing countries to the United States and other 
countries of the dollar area. 


ExPoRTS TO THE DOLLAR AREA 


Table 111 indicates that the dollar value of 
exports of the non-dollar area to the dollar area 
increased by approximately $435 million between 


18 Thus, for example, assuming no rise in the sterling 
prices of United Kingdom exports, an increase of about 
44 per cent in the volume of exports would have left 
the dollar value of exports unchanged. To the extent 
that the prices of United Kingdom exports rose, in 
terms of sterling, a lesser increase in the volume of 
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the first half of 1949 and of 1950. Only $83 
million, or less than one-fifth of this increase, is 
attributable to the countries of western Europe, 
including the United Kingdom, whose total ex- 
ports to all destinations are nearly as large as 
those of the whole of the rest of the non-dollar 
area put together. Moreover, western European 
countries other than Germany show, on balance, 
practically no rise in the dollar value of their 
exports to the dollar area between 1948 and the 
first half of 1950. Non-dollar area countries out- 
side western Europe increased their exports, 
mainly of primary products, to the dollar area 
by $352 million between the first half of 1949 
and the first half of 1950. 


While non-dollar area exports to the United 
States increased in value between the first half 
of 1949 and of 1950, exports to other countries 
in the dollar area were little changed in dollar 
value. 


Exports to the United States 

One of the difficulties in the way of analysing 
the effect of devaluation on the course of inter- 
national trade since September 1949 is posed by 
the fluctuations in United States business activity 
between 1949 and 1950. This is clearly demon- 
strated in table 112. Any comparison of the 
exports of soft currency countries to the United 
States immediately before and after devaluation 
is necessarily affected by the recession in United 
States economic activity during the first half of 
1949. Nor is it possible to allow for the effects 
of the recession simply by taking into account 


the changes in United States gross national 
product. 


It will be seen from table 112 that the real 
gross national product of the United States 
actually increased slightly from the first half of 
1948 to the first half of 1949, while real gross 
private income after taxes rose by 4 per cent. On 
the other hand, there was a fall of nearly 6 per 
cent in industrial production and of 2 per cent 
in import volume between the same periods. The 
reason for this striking contrast lies in the fact 


exports was required. Since, as noted above. th i 

: : e domesti 
currency prices of the exports of many of the ‘oritaaiy 
producing devaluing countries rose to, or even beyond 
their pre-devaluation dollar parities, little or no in. 


creasé im export volume was re i 
A uired to incr 
dollar value of their exports. q ease) the 
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Table 111. 


Exports to Dollar Area from Given Areas, 1948 to 1950 (First half) 


(In millions of United States dollars in current prices, f.0.b.) 


me Half- 1949 1950 
Area of origin yearly First First 
rate half half 
Total non-dollar area exports to dollar area.................. Deol} 2,106 2,541 
ERpOLtsE tO, WMILCCEStAlese mM ites deus tans od chen. Ae 1,749 1,540 1,964 
ExportsetourestOLidollararens West... See)... oe ee ays} 566 577 
SLGclingALCawetys re patente. feet tr... LA ree 955 863 1,031 
Wnited) Kinedonny a eye tere Cariee besa cack a. coke 348 333 356 
Iceland, Ireland ee ee TP eee en oe Z, 
Australia, New Zealand, Union of South Africa............. 125 97 176 
IRESE POfESterintbmarcare nen, sate Vou NEL. |... yee eiaen 479 431 496 
aningAmericam non-GOlUAb COUNTIES... ..«, cc .... = ies eye. 518 437 538 
Continental OEEC countries (excluding Trieste).............. 466 432 492 
Denmark, France, Italy, Netherlands, Norway, Sweden...... 249 186 225 
Belgium-Luxembourg, Portugal, Switzerland................. 165 166 168 
WestermmiGeranyy Siri pee pee Teer, oe ene cece 18 34 50 
OUR Chae aeN,. Caterer. sore tty iy ME ice, b 8 at ee 34 46 49 
ASCH MEAILODC ai Maa i ante cgckscey Tse agers «, 35,5 ere ee eee eC 81 62 72 
TIRES tO Eee WOU GM regina: BEA cursors ese. Beko, chan tal & chc 2 Oe 303 312 408 


Source: Based on appendix table XIV. 


-~that during the first half of 1949 the United 


States economy ended a phase of inventory ac- 
cumulation and began a period of inventory 
liquidation. The change-over was very sharp— 
inventories were accumulated at the rate of 
$7,500 million per annum in the second half of 
1948, and were liquidated at the rate of $2,500 
million per annum in the first half of 1949; and 
both industrial production and imports were 
naturally very sensitive to the shift.1° The first 
half of 1950, on the other hand, was a period of 
voluntary inventory accumulation—at an annual 


Table 112. Indices of United States Imports 
and Domestic Economic Activity, 1949 (First 
half) and 1950 (First half) 


(First half of 1948 = 100) 


1949 1950 

Item First First 

half half 
Real gross national product ....... 101.4 106.7 
Real gross private income after taxes? 104.2 109.7 
Industrial production ............ 94.4 98.6 
Ouantummotemportsa. sa). seine 98.1 112.3 


Source: United States Department of Commerce, Sum- 
mary of Foreign Commerce of the United States 
(Washington, D.C.); also the Survey of Current Business 
(Washington, D.C.). “ 


a Gross private income equals gross: national product 
less total taxes plus government subsidies and transfers. 


rate of $2,700 million. It follows that the change 
in gross national product between the first half 
of 1949 and the first half of 1950 does not fully 
reflect the significance of the factors tending 
towards an increase in industrial production and 
imports between the two periods. 


There is an additional reason why it is im- 
possible to obtain a true picture of the effects of 
devaluation through a comparison of United 
States imports in the first halves of 1949 and 
1950. This has already been touched upon ear- 
lier. The fall in United States imports from soft 
currency countries during the first half of 1949 
was greater than would have been dictated by 
developments in United States business activity 
alone. This resulted from the speculation which 
took place against the currencies which were 
subsequently devalued—in the form of a post- 
ponement of purchases of goods whose dollar 
prices appeared likely to fall immediately upon 
devaluation. 


For these reasons it is necessary, in any analy- 
sis of the effects of devaluation on the United 
States demand for imports, to relate the first half 


19 Studies by the staff of the International Monetary 
Fund indicate that during the entire period from 1946 
to the first half of 1950 there was an exceptionally clear 
relationship between the volume of imports and inven- 
tory changes in the United States. 
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of 19502° to a comparable previous period. The 
phase of the inventory cycle reached during the 
first half of 1948 was approximately comparable 
with that of the first half of 1950, since inven- 
tories were being accumulated at an annual rate 
of $3,400 million in the former period, and of 
$2,700 million in the latter; and gross national 
product and industrial production were increasing 
together in both periods. Moreover, speculation 
against the soft currencies had not yet begun. If, 
therefore, the exports of other countries to the 
United States in the first half of 1948 are com- 
pared with those of the corresponding period of 
1950, the effects of changes in income and in 
dollar prices upon United States imports are 
isolated as far as the data permit.”* 


In order to obtain some indication of the effect 
of devaluation upon United States imports, it is 
necessary to distinguish between the various types 
of commodity which the United States normally 
purchases abroad. For the year 1949 as a whole 
United States imports were distributed, by cate- 
gory of commodity, as follows (in millions of 
dollars, f.o.b.): 


Value of Percentage of 


imports total imports 
Total imports for consumption 6,598 100.0 
Gritdemmatenial Smee eae ee 1,855 28.1 
Grudepioodstifisse eae ee 1,333 20.2 
Manufactured foodstuffs ....... 742 11.2 
Semi-manufactures ........... 1,422 21.6 
Finished manufactures ........ 1,246 18.9 


Source: United States Department of Commerce, 
Summary of Foreign Commerce of the United States. 


Thus, of total United States imports in 1949, 
59.5 per cent consisted of crude and manufactured 
foodstuffs and crude materials. In addition, the 
category of semi-manufactures, accounting for a 
further 21.6 per cent of United States imports, 
contains a high proportion of processed raw 


20 The fourth quarter of 1949 is excluded because the 
trade figures for that quarter would not, in many cases, 
reveal the effects of devaluation; and because it was 
affected by the placing of orders which had previously 
been deferred in anticipation of devaluation. 

21 However, the effects of changes in dollar import 
prices upon the volume of United States imports may 
be over-estimated in such a comparison, owing largely 
to supply difficulties, associated with shortages of key 
materials and domestic inflationary pressures, which 
prevailed throughout much of the world in 1948. 

22 See composite dollar price indices of eight major 
primary products imported by the United States, above. 

28 Economic Cooperation Administration, Report of 
the ECA-Commerce Mission (Washington, D.C. 
October 1949), which investigated possibilities of in. 
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materials; the largest items are such commodities 
as vegetable oils, sawmill products, paper base 
stock, petroleum products and non-ferrous metals. 


United States imports of finished manufactures 
in 1949 accounted for under 19 per cent of total 
imports. Moreover, one-third of the imports in 
this category consisted of the single item news- 
print, most of which is obtained by the United 
States from Canada; the United States dollar im- 
port price of newsprint fell only slightly after the 
Canadian devaluation. 


The striking fact thus emerges that the cate- 
gories of goods whose dollar prices were most 
affected by devaluation—namely manufactures 
of the type exported by western European coun- 
tries—were precisely those which are of least 
importance in United States imports; while the 
dollar prices of some of the leading primary com- 
modities in United States imports were affected 
far less by devaluation than by other factors, such 
as the course of United States business activity.” 


It was nevertheless possible that, as a result of 
devaluation, western European manufactures 
might find a greatly enlarged market in the United 
States. Past experience does not suggest that this 
would be an easy matter. As is shown in chapter 
9, there appears to have been a long-term down- 
ward trend in the ratio of United States imports 
of manufactures to total consumer expenditures 
on items other than food and services. After the 
Second World War, during which there had been 
a considerable incentive to provide substitutes for 
imports from Europe, the ratio fell still further, 


and was, if anything, slightly lower in the first 
half of 1950 than in 1948.28 7 


It will be seen from table 53 in chapter 7 that 
the leading increases in United States imports 
between the first half of 1948 and of 1950 oc- 


creasing western Europe’s dollar earnings, listed the 
following obstacles to increased United States imports 
from western Europe: (a) “Oppressive controls imposed 
by the governments of exporting nations”, particularly 
the artificial channelling of large segments of trade 
by export and import controls”; (b) the “high Amer- 
Ican tariff’, particularly on European speciality exports 


“whose sales potential in the United States market 


would otherwise be high”; (c) United States customs 


administration; (d) “Buy American” icti 
> trictions on 

federal, state and local pine 

l, t government 3 
(e) ith oe procurement; and 

evaluation could not, of course, be expe 
“ 3 ; cted of 
itself to do more than lower the f.o.b. re of the 
exporting countries in terms of dollars. Other obstacles 
to increased United States imports remained. 
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curred not in finished manufactures but in food- 
stuffs and raw materials, particularly coffee, sugar, 
tin, petroleum products and sawmill products. 
Wool, coffee, petroleum products and sawmill 
products were the leading commodities account- 
ing for the increase in United States imports be- 
tween the first half of 1949 and the first half of 
£5 0);28 


In the case of foodstuffs and raw materials, 
the problem of catering to the specific require- 
ments of the United States market hardly arises, 
since primary commodities are, for the most part, 
homogeneous in character. United States im- 
ports of foodstuffs consist mainly of commodities 
which are produced in relatively small or in insuf- 
ficient quantities in the United States itself. Im- 
ported raw materials likewise consist largely of 
goods not produced in the United States in ade- 
quate amounts, particularly for periods of high 
industrial output. With respect to finished manu- 
factures, on the other hand, the problem of the 


-~particular requirements of the United States mar- 


ket may be much more important, and domestic 
output is substantially more elastic. While it may 
not be possible for the United States to raise its 
output of such commodities as raw wool rapidly 
to meet the requirements of a period of growing 
economic activity, it can certainly expand its 
production of manufactures with relative ease” 
if supplies of essential raw materials are assured. 


It is for reasons such as these that the increase 
in the dollar value of United States imports since 
devaluation has been concentrated in foodstuffs 
and raw materials, rather than in finished manu- 


24 Other significant increases between the first half 
of 1949 and of 1950 were in edible animals and products, 
raw cotton, diamonds, paper base stocks, crude rubber 
and hides and skins. 

25 With respect to speciality products exported to the 
United States by western Europe, it is likely that United 
States demand is normally more sensitive to mcome 
than to price changes. In these cases, the western Euro- 
pean countries often raised their export prices to pre- 
devaluation dollar parities. See discussion above of 
changes in export prices of western European manu- 
factures. : 

26 Total United States imports, and hence imports 
from devaluing countries, might increase in absolute 
value for a number of reasons other than devaluation, 
particularly if United States gross national product 
increased. 

27 An examination of United States imports of spe- 
cific finished manufactures. in the first half of 1948 
and of 1950 does not appear to yield conclusive evidence 
as to the price elasticity of United States demand for 


factures, notwithstanding the greater fall in the 
dollar prices of the latter category of goods— 
particularly from western European sources. 


In order that devaluation might result in in- 
creased dollar earnings from exports to the United 
States by the devaluing countries, it was necessary 
that the proportionate increase in the volume of 
United States imports should exceed the propor- 
tionate decrease in the dollar price. In this case, 
it might have been expected that the share of the 
devaluing countries in a given total value?* of 
United States imports would increase. In table 113 
data are given on the percentage shares of devalu- 
ing and non-devaluing countries in United States 
imports during the first half years of 1948, 1949 
and 1950. It will be seen that, while the share of 
non-devaluing countries—mainly countries in 
Latin America, eastern Europe and Asia—de- 
creased slightly from the first half of 1949 to the 
first half of 1950, it was none the less higher in 
the latter period than in the first half of 1948. In 
other words, the non-devaluing countries did not 
lose ground in relation to the devaluing countries 
by comparison with 1948. 


A clearer idea of the effects of devaluation 
upon a country exporting manufactures to the 
United States may be obtained from the indices 
of United Kingdom exports to the United States 
shown in table 114.?7 


It will be noted that the data in table 114 bear 
out the conclusions presented earlier to the effect 
that the first half of 1949 is an unsatisfactory base 
period for use in connexion with the analysis of 
the effects of devaluation. The fall of nearly 12 per 


these goods. Of the 49 commodities examined, 18 show 
the unit value and quantum of imports moving in the 
same direction—upwards or downwards—between these 
two periods. These include most of the larger items in 
the list, particularly burlap, watches, industrial dia- 
monds, automobiles, agricultural tractors and oriental 
carpets. Apparent price elasticities of demand greater 
than unity are indicated for a number of metal manu- 
factures, chemicals and textile items, after adjustments 
for the increase in United States real gross national 
product and for the fall in United States prices. How- 
ever, this is not reflected in a weighted average for all 
commodities considered, since the import values of these 
goods were low in relation to those of the items men- 
tioned above. Moreover, part of the increases in United 
States imports of these goods may have been due simply 
to the larger supplies available from abroad in 1950 
than in 1948, for reasons unconnected with devaluation 
(see discussion below of the increase in continental 
western Europe’s exports to the United States between 
1948 and the first half of 1950). 
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Table 113. Shares of Given Areas in Current 
Value of United States Imports, f.o.b., 1948 
(First half) to 1950 (First half) 


(In percentage of total) 


1948 1949 fags 
5 t First First urs 
Source of imports half half half 


Total 100.0 100.0 100.0 


Non-devaluing countries ... 34.1 2b) 34.6 
Devaluing countries ...... 65.9 64.5 65.4 
Canada eye ats. tee set 1959 RS) Dae 
Western European coun- 
ELICSAEs Ape tae eee), oe 10.7 10.3 10.5 


Total current value of United 
States general imports, 
f.o.b. (in millions of dol- 
LATS) Mee Meh ee 3,520 3,390 3,816 


Source: United States Department of Commerce, Sum- 
mary of Foreign Commerce of the United States. 


a Austria, Belgium-Luxembourg, Denmark, France, 
Germany, Iceland, Ireland, Italy, Netherlands, Norway, 
Portugal, Sweden and the United Kingdom. 
cent in the volume of United Kingdom exports to 
the United States between the first half of 1948 
and the first half of 1949 cannot be ascribed to 
changes in the real gross national product or real 
gross private income after taxes of the United 
States since both of these increased between the 
two periods. The decline must largely be ascribed 
to the liquidation of United States inventories in 
the first half of 1949 and to the deferment of 
purchases of United Kingdom goods in anticipa- 
tion of devaluation. 


Between the first half years of 1948 and 1950, 
the unit dollar value of United Kingdom exports 
fell by approximately 20 per cent in relation to 
United States prices for corresponding goods. In 
order to compensate in dollar proceeds for this 
greater decline in United Kingdom dollar export 
prices, the volume of United Kingdom exports to 
the United States would have had to rise 25 per 
cent between the first half of 1948 and of 1950. 
The actual increase in volume between these 
periods, however, was only 14.4 per cent, and 
was therefore insufficient, by a large margin, to 
offset the relative fall in United Kingdom dollar 
prices. This holds true a fortiori if it be assumed 
that part of the increase in the volume of United 
Kingdom exports to the United States between 
the first half years of 1948 and 1950 was due to 
the 6.7 per cent rise in the real gross national 
product of the United States. 
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So far as other western European countries are 
concerned, the volume of their exports to the 
United States rose between 1948°* and the first 
half of 1950 by a considerably larger percentage 
than that of the United Kingdom (see table 115). 
The dollar unit value of United States imports 
from these countries fell about 18 per cent, rela- 
tive to the United States export unit value for 
manufactures. In order to compensate in dollar 
proceeds for the greater decline in western Euro- 
pean than in United States dollar export prices, it 
would therefore have been necessary for the 
volume of western European exports to the United 
States to increase by about 22 per cent over 1948. 


28 See footnote b to table 115. 


Table 114. Indices of United Kingdom Exports 
to the United States, 1949 (First half) and 
1950 (First half) 


(First half of 1948 = 100) 


1949 1950 
Item First First 
half Half 

(1) Quantum of United Kingdom ex- 
ports to United States? __. 78.3 114.4 

(2) F.o.b. dollar value of United King- 
dom exports to United States .. 79.4 90.0 

(3) Dollar unit value of United King- 
dom exports to United States? .. 101.4 These 

(4) Index of United States prices for 
comparable commoditiesb ...... 101.8 Dei! 


(5) Relative changes in United King- 
dom prices (line 3 as percentage 


Of linorg)} SoA ayes sno Sere 99.6 79.4 
(6) United States real gross national 

PRODUCED cee ee eh ee 101.4 106.7 
(7) United States real gross private in- 

Come alten taxesm ashes eee 104.2 109.7 


Source: United Nations Department of Economic 
Affairs; based on data in Accounts Relating to Trade 
and Navigation of the United Kingdom, June, July 
1949 and June, July 1950 (HMSO, London); United 
States Department of Commerce, Survey of Current 
Business and other official sources. 


* Quantum estimates based on quantum indices of 
exports of 49 leading commodities and commodity 
groups covering 90 per cent of the total value of 
United Kingdom exports to the United States, weighted 
by the respective values of such exports to the United 
States in the first half of 1948; an adjustment was 
made for the remaining exports not covered by these 
calculations on the basis of the results for the exports 
analysed. The unit value indices were derived from 
the quantum and value indices. 

> The indices of United States prices were calculated 


from separate United States wholesale price indices 


for each of 37 commodity grou istingui i 

! ) ps distinguished in the 
United Kingdom trade returns. These indices were 
weighted by the current value of United Kingdom. ex- 


ports to the United States i . 
half of 1948. S in each group in the first 
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In fact, the exports of the western European 
countries considered rose in volume by 44 per 
cent between 1948 and the first half of 1950, or 
by nearly 35 per cent if western Germany is 
excluded. If it is assumed that a given propor- 
tionate increase in United States real gross national 
product gives rise to the same proportionate in- 
crease in the volume of imports, about 5 per cent 
of this rise would be attributable to higher levels 
of United States economic activity in 1950. Thus 
the relative fall in the dollar export prices of these 
western European countries was more than offset 
by the increase in the volume of their exports to 
the United States, even after allowing for the 
probable effects of higher United States business 
activity in the first half of 1950. The actual dollar 
earnings of these countries in the first half of 1950 
were nearly 8 per cent above the level of 1948, or 
1.5 per cent higher if Germany be excluded. 


The contrast between the experience of the 
United Kingdom and of the other western Euro- 
“pean countries is so marked that the question 
arises as to whether devaluation and higher United 


Table 115. 


States gross national product can be regarded as 
the only elements in the large increase in the 
volume of continental western European exports 
to the United States between 1948 and the first 
half of 1950. The contrast is probably due for the 
most part to differences in the degree of recovery 
of the export capacity of these countries by 1948. 
War devastation in continental Europe had been 
more serious than in the United Kingdom, and, 
partly as a result of this, reconstruction in the 
United Kingdom had proceeded further by 1948 
than in some of the western European countries. 


In addition, the United Kingdom had, before 
1948, instituted a far more conscious export drive, 
and had taken special measures to make goods 
available for export to the dollar area, notwith- 
standing competing internal demands. In other 
European countries domestic inflationary pressures 
were of more significance in contributing to the 
low level of exports. Thus the volume of total 
United Kingdom exports to all destinations in 
1948 was 36 per cent above the level of 1938, 
whereas none of the European countries con- 


Indices of United States Imports, f.o.b., from Continental Western 


Europe,’ 1949 (First half) and 1950 (First half) 
(Half-yearly rate, 1948 = 100)» 


United States imports from 
continental western Europe 


Including Excluding 
Item Germany Germany 
1949 1950 1949 1950 
First First First First 
half half half half 
1) Dollar value, f.o.b., of United States imports from west- 
oi ee Barone ee eT ee... eee 93.4 107.7 87.7 101.5 
(2) Quantum of United States imports from western Europe® 92.3 144.0 86.7 134.7 
it doll lue of United States imports from western 
- eee, ise Dany sh 3 SNE 25 ROM ‘ 2 65 Re as ce 101.2 74.8 101.2 75.4 
(4) United States export unit value for manufactures...... 97.4 91.2 97.4 Die 
(5) Relative change in western European export unit value 
(Geasspercentaceiots4) masbrt-cta.). Aeeiite ae). 2 + 3. cba ay 103.9 82.0 103.9 82.7 
(6) United States real gross national product............. 100.1 105.3 100.1 105.3 
(7) United States real gross private income ...... 102.4 107.8 102.4 107.8 


a nnn ee SEU EEE EIEIEEIEEEESEEEERREET 


Source: United Nations Department of Eco- 
nomic Affairs; based on official statistics of the 
individual countries. 

a Austria, Belgium-Luxembourg, Denmark, 
France, Germany, Italy, the Netherlands, Nor- 
way and Sweden. oi 

b It proved difficult, for statistical reasons, to 
relate these indices to the first half of 1948 as a 
base, as was done for the United Kingdom 


in table 114, above. The evidence suggests, 
however, that the results obtained when using 
1948 as a whole as a base do not differ very 
seriously from figures based on the first half 
of 1948. ; 

e Quantum indices obtained by deflating 
United States imports from each of the coun- 
tries by that country’s export unit value index 
converted to a United States dollar basis. 


182 


a 
Table 116. Exports of United States and Western Europe to Rest of Dollar Area, 
1948 to 1950 (First half) 


(In millions of dollars, f.0.b. ) 


; aes 
In current prices In 1948 prices 


aes SO ee SE 
1949 1950 1949 1950 

i i inet First First First 

Se yearly half half half half 


United States exports to rest of dollar area...... 2,254 2510 2,046 2,400 2,310 
11 excludin 
OE na UN a ai 5 gag! We e575, ago 565 SON 
Wnited) Kangdom aera eee acters stetelel= «016 Dis) 229 226 220 a 
WieniGan (@Gawkin? 65 oomcb0no> oopondueagD 2 a 24 ach wre 
IRestrotmwestcrny EULODG. crag) strain: o< = 132 137 130 
Total non-dollar area exports to dollar area ex- 
Cludinea United States) area enraelcen cutlets ets - =) 573 566 577 
Non-dollar area exports to Canada ........ YS) S12 322 


EY 


Source: United Nations Department of Eco- 
nomic Affairs; based on appendix table XIV. 

a All dollar area countries except the United 
States. 


sidered above®® had even regained the 1938 
volume of exports, and many of them were still 
far below it. Part of the increase in western 
European exports to the United States between 
1948 and the first half of 1950 may therefore be 
due simply to the recovery of these countries, the 
subsiding of inflationary pressures and hence a 
considerable growth in their capacity to export.*° 


Exports to dollar area countries other 
than the United States 


During the first half of 1950, as indicated in 
table 116, the exports of the non-dollar countries 


29 The quantum of total exports of these countries in 
1948 (1938 =100) was as follows: Austria 58; Bel- 
gium-Luxembourg 91; Denmark 72; France 96; west- 
ern zones of Germany 21; Italy 80; Norway 81; Nether- 
lands 64; and Sweden 90. 


80 The value of United States imports from members 
of the Organisation for European Economic Co-opera- 
tion in the third quarter of 1950, which was probably 
affected only to a limited extent by events in Korea, 
increased by 34 per cent over the quarterly average in 
the first half of 1950, while the value of United States 
imports from all other countries taken together in- 
creased 24 per cent. However, the share of OEEC coun- 
tries in total United States imports was no higher in the 
third quarter of 1950 than in 1948. The somewhat larger 
rise in imports from western Europe than from other 
countries in the third quarter of 1950 may be attributa- 
ble in part to seasonal factors, affecting such commodities 
as bulbs from the Netherlands and manufactures re- 
quired for the Christmas retail trade. There were signifi- 


b Values in 1948 prices estimated on the basis 
of the over-all export unit value indices of the 
respective countries. 

¢ OEEC countries, excluding Trieste. 


to the dollar area outside the United States 
amounted to $577 million, compared with $566 
million in the first half of 1949 and the half-yearly 
rate of $573 million for 1948. 


Exports to Canada 


Of the dollar area countries aside from the 
United States, Canada is by far the most impor- 
tant as an actual and potential source of dollar 
earnings; Canada accounted for over one-half of 
all non-dollar area exports to the dollar area 
outside the United States in the first half of 1950. 


cant increases in imports of foodstuffs and beverages, 
particularly whiskey, and of certain raw materials, espe- 
cially tin—dollar prices of many of these had been rela- 
tively little affected by devaluation. However, there were 
also important increases in imports of steel mill products, 
particularly from France, the Netherlands and western 
Germany. Total United States imports of iron and steel 
products (excluding advanced manufactures) from all 
sources increased from 218,120 short tons in the first 
quarter of 1950 to 421,739 and 733,723 tons in the 
second and third quarters, respectively, owing to the 
fact that by the second quarter of 1950 the United 
States steel industry was Operating at, or close to, 
capacity, while unfilled orders were increasing. United 
States imports of these products, which had amounted to 
876,195 short tons in the first quarter of 1949, had 
fallen sharply during the recession. There was also a 
considerable rise in United States imports of vehicles in 
the third quarter of 1950, especially from the United 


Kingdom, but the total value remained well below the 
1948 level. 
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There was some increase in the share of the 
devaluing countries in Canadian imports in the 
first half of 1950, owing chiefly to the substitu- 
tion of imports from the United Kingdom for 
United States goods (see table 117). 


Since United Kingdom exports to Canada 
accounted for nearly 28 per cent of all non-dollar 
area exports to the dollar area outside the United 
States in the first half of 1950, it is important to 
make a closer examination of the increase in the 
volume of these exports after devaluation. A 
detailed analysis of Canadian imports from the 
United Kingdom is provided in table 118. The 
unit Canadian dollar value of imports from the 
United Kingdom fell by 23 per cent in relation to 
Canadian wholesale prices for finished goods, 
between the first half of 1949 and of 1950. The 
increase in the United Kingdom volume of exports 
which would have been required to offset this fall 
in Canadian dollar price was just under 30 per 

ent. The actual increase in the volume of 

Canadian imports from the United Kingdom be- 
tween these periods, however, was 44 per cent. 
Even after reasonable allowance for the effects 
of, say, a 3 to 4 per cent increase in Canadian 
real gross national product between the first half 
of 1949 and of 1950,*1 this would suggest that 
the United Kingdom had benefited from devalua- 
tion in respect of its exports to Canada. 


Table 117. Shares in Current Value of Cana- 
dian Imports, f.o.b., 1948 (First half) and 
1950 (First half) 


(In percentage of total) 


1948 1949 1950 
First half First half First half 


Total 100.0 100.0 100.0 


Country of origin 


Non-devaluing countries .. ES 78.2 76.4 
Onited a States aa abe ucla 69.6 71.6 69.1 
Devaluing countries ..... 22a 21.8 23.6 
United Kingdom ....... 11.0 11.6 12.9 
Western European coun- 
PLICS2 SMI, APSE ML, de 1.6 2.4 2.0 


Total current value of spe- 
cial imports, f.o.b. (mil- 
lions of Canadian dollars 
in current prices) ...... 1,270 1,409 1,453 


ee 
Source: Canadian official trade returns. 
a Austria, Belgium-Luxembourg, Denmark, France, 
Germany, Iceland, Ireland, Italy, Netherlands, Norway, 
Portugal and Sweden. 


Table 118. Indices of Canadian Imports from 
the United Kingdom, 1948 to 1950 (First halves) 


(First half of 1948 = 100) 


1948 1949 1950 
Item First First First 
half half half 
Quantum® of Canadian im- 
ports from United Kingdom 100 113 163 
Schedule III imports» .... 100 166 375 
Other=imiportsee es 100 105 130 
Canadian dollar unit value of 
imports from United King- 
OT aera eece met. cones aan 100 104 82 
Schedule III imports» .... 100 105 81 
Otherminportss rae 100 104 83 


Canadian wholesale prices for 
finishedscoodSeaaeiaa: ane 100 103 104 


Value of Canadian imports 
from United Kingdom (mil- 


lions of Canadian dollars). 139 163 187 
Schedule III imports» .... 19 33 58 
Otber jim portse emer 120 130 129 


Source: United Nations Department of Economic Af- 
fairs; based on Canadian official statistics and data in 
United Kingdom Board of Trade Journal (London). 

aUnit value figures obtained by weighting the unit 
values of United Kingdom exports—as published for 
43 categories of such exports in the Board of Trade Jour- 
nal—by the current value of exports to Canada in each 
category in the first half of 1948, and by applying the 
appropriate Canadian dollar conversion factor for the 
first half of 1950. The volume figures were then derived 
by deflating the current values of Canadian imports by 
the unit values thus obtained. In the case of Schedule III 
imports, the unit value and volume figures were esti- 
mated by weighting the unit values of United Kingdom 
exports of iron and steel manufactures, electrical goods 
and apparatus, machinery and vehicles, by United King- 
dom exports to Canada in those categories. 

bImports subject to special control under the Emer- 
gency Exchange Conservation Act, including particularly 
capital goods and motor vehicles and parts. Current value 
figures from the Interim Report on the Administration 
of the Emergency Exchange Conservation Act, Sched- 
ule III, published by the Canadian Department of Trade 
and Commerce. 


It will be noted, however, that the increase in 
the Canadian dollar value of imports from the 
United Kingdom between the first half of 1949 
and of 1950 was concentrated in items subject to 
special controls under Schedule III of the Can- 
adian itport restrictions. The most important of 
these items were motor vehicles and parts, ac- 
counting for 38 million Canadian dollars of the 
58 million in the Schedule III category as a whole 
for the first half of 1950. 


31 This would be consistent with what is known of 
trends in Canadian real gross national product and 
industrial production between 1948 and 1950. 
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During the entire period from 1948 to 1950 
there were extremely severe restrictions on Cana- 
dian imports of passenger cars from the United 
States, so that there was a large unsatisfied 
domestic demand for cars which Canadian pro- 
duction, though increasing rapidly, was unable to 
meet. In these circumstances the main problem, 
so far as the United Kingdom was concerned, 
was the number of cars it could make available to 
the Canadian market, rather than the prices 
charged. United Kingdom production of passenger 
cars increased to a relatively moderate extent 
between the first half of 1948 and of 1949, but 
during the first half of 1950 output rose by over 
one-third compared with the corresponding period 
of 1949, so that many more cars became available 
for export.®? This fact, together with the continu- 
ing Canadian restrictions on imports of United 
States cars, and with the considerable effort 
made by the United Kingdom to divert goods to 
dollar markets and to undertake special sales 
promotion schemes in these markets, accounts 
very largely for the great increase in British ex- 
ports of vehicles to Canada in 1950. 


Canadian imports from the United Kingdom 
of other items covered by Schedule II of the 
Canadian import restrictions also increased sharply 
between the first half years of 1949 and 1950— 
particularly of iron and steel products, in respect 
of which additional Canadian controls on dollar 
imports were imposed during the second half 
of 1949.38 


82 This was made possible by the United Kingdom 
restrictions on sales of cars to the home market. The 
target figure for United Kingdom domestic consump- 
tion was 110,000 both in 1949 and 1950, so that the 
entire increase in output in 1950 became available for 
export. United Kingdom monthly average production 
figures for passenger cars in the first half of the year 
were as follows: 1948, 28,330; 1949, 32,790; 1950, 
43,750. Canadian imports of passenger cars from the 
United Kingdom valued at under $1,200 apiece in- 
creased in number from 9,051 in the first half of 1949 
to 39,250 in the first half of 1950; and in current 


value from 8.9 million Canadian dollars to 33.3 million 
Canadian dollars. 


38 United Kingdom Board of Trade Journal, 8 Oc- 
tober 1949. See also United States Foreign Commerce 
Weekly for 1 August 1949, in which the Canadian 
Minister of Trade and Commerce is reported to have 
stated Im a press conference on 13 July 1949 that 
there would be an immediate tightening of the issue 
of import permits for the capital goods included in 
Schedule HI of the Emergency Exchange Conservation 


Act”. These additional restrictions w i i 
until April 1950. ere not lifted again 


So far as other imports by Canada from the 
United Kingdom are concerned, it will be seen 
from table 118 that the increase in their volume 
was no more than sufficient to offset the fall in 
their unit Canadian dollar price.** 


In the case of textiles there was actually a 
considerable fall in the volume of United King- 
dom exports to Canada, owing in part to the fact 
that the special arrangements for the encourage- 
ment of these exports made by the two countries 
in 1947 were allowed to lapse on 1 July 1949,%° 
and notwithstanding the fact that the fall in 
United Kingdom dollar export prices for textiles 
was comparable with declines in the prices of 
Schedule III goods. 


It would appear from the available evidence 
that the Canadian import restrictions and the way 
in which they were administered, together with 
the availability of United Kingdom goods in the 
categories®® in which Canada was making special 
efforts to substitute soft currency for hard cur- | 
rency sources of supply, played an important and 
perhaps a predominant part in the changes in 
Canadian imports from the United Kingdom 
which have been analysed above. 


Changes in the exports of other western Euro- 
pean countries to Canada after devaluation were 
in marked contrast to the experience of the United 
Kingdom. As shown in table 119, the Canadian 
dollar value of imports by Canada from these 
countries fell from the first half of 1949 to the first 


_ 34The fall in the Canadian dollar value of Canadian 
imports of these goods, from $130 million in the first 
half of 1949 to $129 million in the first half of 1950, 
corresponded, of course, to an even larger reduction in 
the United States dollar equivalent, owing to the depre- 
ciation of the Canadian dollar. 

85 These arrangements had included, for example, the 
earmarking by the United Kingdom of 10 per cent of 
cotton exports for the Canadian market. Canadian out- 
put of cotton textiles has, however, risen at the expense 
of imports from both the United Kingdom and the 
United States. 

86 Capital goods and motor vehicles. United Kingdom 
output of metals, engineering products and vehicles 
Increased nearly 11 per cent between the first half 
of 1949 and of 1950, while real gross domestic invest- 
ment in fixed capital was probably little changed. See 
United Kingdom Economic Survey for 1950 (Cmd 
PS). paragraph 121, “It is intended that investment 
at home im engineering products should be slightly 
less than in 1949, and that the products so released 
and the whole of the increment in output in 1950 should 


be exported”. See also footnote 32 i 
; e 
passenger cars. eck ki aaa 
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Table 119. Indices of Canadian Imports* from 
Western Europe,” f.o.b., 1949 (First half) and 
1950 (First half) 


(Half-yearly rate, 1948 = 100) 


Canadian imports from 
western Hurope 


Including Excluding 

Item Germany Germany 
1949 1950 1949 1950 
First First First First 
half half half half 


Dollar value of imports.. 124 105 114 os 


Quantum of imports¢.... 122 125 igi 109 
Dollar unit value of im- 
Porter LA ol ws oe 101 Sie 10h 85 


Wholesale prices of fin- 
ished goods in Canada. 102 103 102 103 


Source: United Nations Department of Economic Af- 
fairs; based on official statistics of the individual countries. 

aIn terms of Canadian dollars. 

b Austria, Belgium-Luxembourg, Denmark, France, 
Germany, Italy, Netherlands, Norway and Sweden. 

¢ See footnote to table 115 for method of obtaining 
quantum indices. 
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half of 1950, and the United States dollar equiv- 
alent of these imports declined even below the 
1948 level. It is difficult to account for this 
decline in the light of the fact noted earlier that 
the proportionate increase after devaluation in the 
volume of western European exports to the United 
States was greater than in the case of the United 
Kingdom. It has been shown above that the 
increase in United Kingdom exports to Canada 
was heavily concentrated in the sphere of pas- 
senger cars and capital goods, subject to special 
control by the Canadian Government. However, 
capital goods formed a relatively small part of 
Canadian imports from other western European 
countries in 1949 and 1950, while imports of 
textiles declined, as in the case of imports of 
textiles from the United Kingdom. 


On balance, there does not appear to have been 
any increase in western European dollar earnings 
in Canada in the first half of 1950. Even in the 
case of the United Kingdom, the increase in the 
United States dollar equivalent of Canadian im- 
ports between the first half of 1949 and of 1950 
amounted to only $7 million, while the corres- 
ponding decline in Canadian imports from the 
other western European countries considered here 
was nearly US$8 million. 


Exports to other dollar area countries 


The value of the non-dollar area’s exports to 
dollar area countries other than the United States 
and Canada was nearly unchanged—at approxi- 
mately $255 million—between the first half years 
of 1949 and 1950, as may be seen from table 116. 
In other words, the increase in the volume of these 
exports was just sufficient to offset the fall in their 
dollar price. 


In table 123 on page 194, estimates are given 
in current and in constant prices, of exports of 
manufactures by the United States and western 
Europe to third markets in the dollar and non- 
dollar areas for 1949 and the first half of 1950. 
The dollar area countries included in these esti- 
mates are Canada, Colombia, Cuba, Mexico and 
Venezuela. There was no decline in the real ex- 
ports of manufactures by the United States to 
these countries as a whole between 1949 and the 
first half of 1950. There was, on the other hand, 
an increase of approximately 35 per cent in the 
volume of western European exports of manufac- 
tures to these countries. However, the dollar 
value of these exports increased by only $24 
million at annual rates, of which two-thirds was 
accounted for by western Germany. It is likely 
that devaluation had some effect in making these 
increases possible, though their over-all signifi- 
cance is small in relation to the magnitude of the 
western European dollar problem, and evidently 
relatively little impact has as yet been made upon 
the overwhelmingly predominant position of the 
United States in these markets. 


NON-DOLLAR AREA IMPORTS FROM THE 
DOLLAR AREA 


During the first half of 1950 the dollar area’s 
exports to the rest of the world amounted to 
approximately $3,690 million, compared with 
$5,430 million in the first half of 1949 and the 
half-yearly rate of $5,260 million for 1948 (see 
table 120). This represents a decline of 32 per 
cent in dollar value between the first half of 1949 
and of 1950, and of nearly 30 per cent between 
1948 and the first half of 1950. 


It is unlikely that an index of export prices for 
the dollar area as a whole would show a decline 
of more than 8 per cent between the first half 
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years of 1949 and 1950.%" If it were actually 
8 per cent, the decline in the volume of dollar area 
exports to the non-dollar area between 1949 and 
1950 would be 26 per cent. If the export price 
decline was in fact smaller, the fall in volume 
would, of course, be pro tanto larger. 


In normal circumstances, a rise in the domestic 
currency prices of devaluing countries for imports 
from non-devaluing countries would be expected 
to result in a reduction of such imports and, 
wherever possible, a substitution of alternative 
sources of supply. However, all the devaluing 
countries had various methods of import control 
in force, thereby severely limiting expenditures on 
dollar goods. Consequently, there was always a 
large unsatisfied demand for dollar goods which 
could not become effective. It was therefore 
unlikely that an increase in the domestic currency 
price of dollar goods could result in any consider- 
able reduction from the controlled level of dollar 
imports, even though it might diminish the pres- 
sure on the controls. In fact, many soft currency 
countries introduced additional import restrictions 
during 1949 and 1950, notwithstanding the de- 
valuation. In the case of the sterling area, the 
tightening of import restrictions preceded devalua- 


37 The unit value index of exports of the United 
States, which accounts for the bulk of the dollar area’s 
exports, fell from 96 to 88 (1948 = 100) between the 
first half of 1949 and of 1950. The corresponding fall 
in the Canadian export unit value index was, in United 
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tion, but the new programme was allowed to stand 
after sterling was devalued, presumably because 
devaluation was not relied on to cause a reduction 
in dollar imports of the magnitude required. 


The nature of the factors making for a reduc- 
tion in the dollar area’s exports to the rest of the 
world may be illustrated from developments in 
western Europe, the oversea sterling area and the 
soft currency countries of Latin America. 


Western Europe 


Data on the exports of the main trading areas 
of the world to western Europe (including the 
United Kingdom) are presented in table 121. 
Allowing for price changes since devaluation, 
there was a considerable reduction in the volume 
of western Europe’s imports from the dollar area, 
which was more than compensated for by an 
increase in the volume of exports by the western 
European countries to one another. Of this 
increase, 23 per cent represented a larger volume 
of western German imports from the rest of 
western Europe, and 29 per cent a higher volume 
of western German exports to that area. 


It will be seen from table 60 in chapter 7 that, 
of the total decline between the first half of 1949 


States dollar terms, from 105 to 95 (1948 = 100). Other 
countries in the dollar area are exporters mainly of 
primary products, whose dollar prices were, on the 
whole, higher in the first half of 1950 than in the first 
half of 1949. 


Table 120. Exports of Dollar Area to Rest of World, 1948 to 1950 (First half) 


(In millions of dollars, f.o.b.) 
SS Se a er Se a ae Re ILL ETS EE ene eR et 


In current prices 


In 1948 prices® 


Destination Help. inst i, Fist First 
yearly half half half half 
rate 
pag a ge Nt ee 
All non-dollar AlCAS Se at ore eee ene 5,260 5,427 3,691 5,633 4,172 
Sterling sareasrce We ns age aare e n 1,696 1,727 1,130 1,793 1.277 
Latin American non-dollar area........... 633 554 371 575 419 
Continental OEEC countries, excluding 
EDTICSTS Sehr eA asia eae & hoc EE 2,075 2,147 1,530 2,229 1,729 
IBASCELN EMITODC hayes eo ee ee 106 el 52 74 59 
Other non-dollar countries .............. 750 928 608 963 687 


Seu votes Nations Department of Eco- 
nomic Affairs; based on data shown i i 
table XIV. apne 


a Assuming that prices of dollar area ex 
1 ports 
as a whole changed in the same wa 
of the United States. eae 
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Table 121. Exports of Selected Areas to Western Europe," 1948 to 1950 (First half) 


(In millions of dollars, f.o.b.) 
eo a ee Se a I eS Dee eet ee ee 


Source of exports to western Europe 


In current prices In 1948 prices 


1948 1949 1950 1949 1950 
Half- First First First First 
yearly half half half half 


rate 


World total 11,175 


Westerns Buropetamp insta). derek... 14 5.68 
Western German exports to western Europe. 


Western European exports to western Ger- 
HILAL Veneer Renee ne eee IT AU ahs ahabe 


Overseas sterlingaareaCws « shvast, . oot teed nate 
Latin American non-dollar area ............ 
Eastern Europe 
Rest of world 


3,761 4,393 4,359 


IZM 28521105716 11,840> 12,960> 


4,290¢  5,530¢ 


315 440 562 435 795 
250 455 570 450 735 
20 7e, 23,070 te eae 57 3,1902 24404 

1,761, oC oolee A 1.817 
815 580 581 : 
679 640 465 AF aii ae 


1,187 1,454 1,342 


Source: United Nations Department of Eco- 
nomic Affairs; based on appendix table XIV. 

8 OEEC countries. 

b World exports to western Europe in 1948 
prices were obtained by applying the quantum 
indices of western Europe’s imports to the 
value in current prices of the world’s exports 
to western Europe in 1948. The value in 1948 


a prices of the combined exports of the over- 


sea sterling area, Latin American non-dollar 


and of 1950 in imports from Canada and the 
United States by the western European countries 
other than the United Kingdom, amounting to 
$580 million,?* $521 million was accounted for 
by food and raw materials and only $59 million 
by manufactures. The reduction in imports of 
food and raw materials from the United States 
and Canada was made possible by the increased 
supplies becoming available from other areas. 
Continental western Europe itself increased the 
value, in constant prices, of its intra-regional trade 
in food and raw materials by $427 million be- 
tween the first halves of 1949 and 1950; and 
imports of these commodities from the United 
Kingdom increased by $91 million. Thus the 
fall in imports from Canada and the United 
States was virtually made good from western 
European sources. 


Western Europe also greatly increased the 
volume of its intra-regional trade in manufactures, 
as a result particularly of the growth in the 
capacity of western Germany to export capital 
goods and chemicals. On the other hand, the 
volume of imports of manufactures from the 


area, eastern Europe and rest of the world 
was then obtained as a residual, after deduct- 
ing dollar area exports and intra-European 
trade. 

¢ Based on quantum indices of intra-western 
European trade in table 58. 

d Based on export unit values of the United 
States for these periods. 

e Excluding Iceland, Ireland and the United 
Kingdom. 


United States fell moderately—by less than 7 per 
cent between the first half of 1949 and of 1950— 
notwithstanding the much higher prices of dollar 
goods in terms of devalued currencies in 1950 
and the increased supplies available from other 
sources. 


In order to establish the significance of the 
price factor in the reductions in specific com- 
modity imports by western Europe from the dollar 
area, an examination was made of changes in the 
leading commodity imports of six western Euro- 
pean countries—the United Kingdom, Belgium- 
Luxembourg, France, Italy, the Netherlands and 
the western zones of Germany. These countries 
reduced the current c.i.f. value of their aggregate 
imports from the United States from $1,876 
million in the first half of 1949 to $1,186 million 
in the first half of 1950. 


In the case of the United Kingdom, the decision 
had been made in July 1949*° to reduce imports 


38 In prices of the first half of 1949. 


89 Together with other Commonwealth members of 
the sterling area. See section on the “oversea sterling 
area’, below. 


to 75 per cent of the 1948 level. The dollar 
import programmes announced after devaluation 
provided for approximately $800 million to be 
expended on imports from the dollar area in the 
second half of 1949 and $600 million in the first 
half of 1950.#° In fact, the f.0.b. values of imports 
from the dollar area during these periods were 
$772 million and $565 million, respectively, com- 
pared with $1,623 million in 1948. 


A comparison of United Kingdom imports 
from the United States in the first half of 1949 
and of 1950 shows a decline in current c.if. 
value of $159 million. Leading commodities and 
commodity groups accounting for this decline 
were cheese, lard, raw cotton, lead, zinc, petro- 
leum products, iron and steel manufactures and 
machinery. The total c.i.f. value of imports from 
the United States of these items fell by $143 
million between the first halves of 1949 and 1950. 


In all these cases there was some element of 
substitution, either of domestic products or of soft 
currency sources of supply for dollar imports. 
Thus, for example, British requirements for 
foreign supplies of iron and steel manufactures 
and machinery declined as real investment in 
fixed capital levelled off, and domestic output of 
these goods rose,*? so that British imports were 
reduced not merely from the United States but, 
in general, from all sources. There was, however, 
some increase in imports of these goods from 
Germany, which may to some extent have been 
in replacement of United States products. This 
substitution, made possible by German recovery, 
might well have taken place irrespective of de- 
valuation. A large increase in imports of capital 
goods from Germany had already occurred be- 
tween 1948 and 1949, before devaluation. 


40 See statement by the Chancellor of the Exchequer 
of the United Kingdom on 26 October 1949, in Hansard, 
vol. 468, column 1348. 


41 From data in United Kingdom, Balance of Pay- 
ments, 1946 to 1950 (Cmd 8065). 


42 United Kingdom output of metals, engineering 
products and vehicles increased nearly 11 per cent be- 
tween the first half years of 1949 and 1950, while real 
gross domestic investment in fixed capital was probably 
little changed. See also United Kingdom, Economic 
Survey for 1950 (Cmd 7915), paragraph 121: “It is 
intended that investment at home in engineering pro- 
ducts should be slightly less than in 1949, and that the 
products so released and the whole of the increment in 
output in 1950 should be exported”. 


48 British stocks of raw cotton had increased appre- 
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So far as the foodstuffs and raw materials men- 
tioned above are concerned, alternative soft cur- 
rency sources of supply for these commodities had 
been sought long before devaluation occurred, 
and further substitutions for imports from the 
dollar area in these cases depended not so much 
on the price factor as on the rate at which new 
supplies from other areas became available. ihe 
rise in the United Kingdom’s own output of 
cheese made it possible for over-all imports, as 
well as imports from the dollar area, to be 
reduced. The growing supplies of vegetable sub- 
stitutes for lard from soft currency sources 
resulted in the elimination of dollar imports of 
this item. Considerably increased imports of zinc 
from Belgium and, to a small extent, from Aus- 
tralia, partly offset the reduction in imports of 
this item from the United States and Canada, 
though the unit value of imports of zinc from 
Belgium in the first half of 1950 was slightly 
higher than for imports from Canada, and con- 
siderably higher than for imports from the United 
States. The reduction in imports of raw cotton 
from the United States was also only partly com- 
pensated for** by larger supplies of comparable 
grades becoming available from British East and 
West Africa, Brazil‘t and Egypt. Finally, in the 
case of petroleum products, the prices of which in 
soft currency exporting countries tended to follow 
prices in the dollar area, a fall in United Kingdom 
imports of refined products, particularly from the 
dollar area, was offset by larger purchases of 
crude petroleum from sterling sources, for United 
Kingdom refining.*® 

Italian imports from the United States fell from 
$310 million in the first half of 1949 to $196 
million in the first half of 1950. The decline was 
accounted for largely by wheat, flour and coal; 


ciably during 1949, so that economies in imports could 
presumably be made without immediate effects on 
domestic consumers. 


44 Brazil did not devalue. 


4° The abolition of petrol rationing in the United 
Kingdom was announced by the Minister of Fuel and 
Power on 26 May 1950 as a result of an agreement 
with two United States companies which were prepared 
to accept sterling in payment for any additional sup- 
plies which the end of rationing might involve. The 
Minister also pointed out that as the refinery expansion 
programme had made better progress than expected 
British companies had been able to give the Govern- 
ment an assurance that they would be able to supply 
other petrol requirements from sterling sources. See 
Hansard, 26 May 1950, columns 2383 to 2385. 
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Italian imports of these commodities from the 
United States fell from approximately $173 mil- 
lion to only $19 million. The decline in wheat 
and flour imports was the result of a notable 
increase in the domestic grain crop, and no 
alternative sources for these commodities were 
therefore sought, while in the case of coal in- 
creased imports from the United Kingdom, France 
and Germany were the result of larger exportable 
supplies from these countries rather than of 
changes in relative prices; United States coal had 
always been relatively expensive for European 
importers owing to heavy shipping costs. 


The largest single item in the fall of $156 
million in French imports from the United States 
between the first half of 1949 and of 1950 was 
also coal; the c.i.f. value of imports of this com- 
modity from the United States declined from 
approximately $79 million to $4 million. How- 
ever, imports of coal from all other countries 
__-together fell likewise, so that no net substitution 
for United States coal took place.*7 Other leading 
declines in French imports from the United States 
were in the categories of wheat, dairy products, 
oleaginous products (ground-nuts and linseed) 
and in railway vehicles and equipment, where, 
again, there were similar declines in imports from 
other sources. 


The Netherlands reduced its imports from the 
United States between the first six months of 
1949 and of 1950 by $44 million; leading ele- 
ments in this decline were linseed—imports of 
which from other sources were very small—coal, 
iron and steel products and transport equipment. 
The fall in transport equipment was offset from 
other sources to only a small extent. However, 
there was a considerable increase in imports of 
coal and iron and steel products from other 


46In other words, Italian imports of other goods 
from the United States increased. 


47French consumption of coal fell appreciably in 
the first half of 1950 owing to the fall in industrial 
activity in comparison with the first half of 1949. 


48]t is not clear whether this was due to devalua- 
tion; e.g., imports of iron and steel products from the 
United Kingdom fell between the first halves of 1949 
and 1950. At the same time, the expansion in imports 
from western Germany may stem primarily from the 
utilization of the exceptionally large balances in deutsche 


marks which the Netherlands had previously accumu- 


sources, particularly Germany, as goods becanic 
available from that country.** 


The imports of Belgium-Luxembourg from the 
United States fell by only $15 million between 
the first half of 1949 and of 1950; cereals 
accounted for nearly $10 million. There appears, 
in addition, to have been a small degree of sub- 
stitution of United Kingdom and French vehicles 
for United States vehicles, owing to the increased 
supplies available from these sources as well as 
the relative fall in European prices. 


United States exports to Germany fell from 
$446 million to $240 million between the first 
halves of 1949 and 1950.*® Foodstuffs accounted 
for $176 million of this total decline of $206 
million; and grains alone for $140 million. This 
was due in part to the larger crops in western 
Germany itself, but also to increased imports 
under trade agreements with Sweden and other 
European countries, as well as Argentina. Vege- 
table oils and fats were obtained in larger quan- 
tities from a number of European countries, 
particularly the Netherlands, in addition to in- 
creased supplies from Ceylon, Malaya and the 
Union of South Africa. Declines in German im- 
ports of other commodities from the United States 
were due in large part to the recovery of domestic 
industrial output.°° 


From the preceding review of the imports of 
six leading western European countries, it may be 
concluded that, with some exceptions, declines in 
imports from the United States in the first half of 
1950 were not the result of substitutions of other 
sources of supply as a consequence of devaluation 
per se. The reductions made in imports from the 
United States appear to have been of three main 
kinds. In the first place, imports were lowered in 
some cases without fully compensating increases 


lated. (See United Nations, Economic Bulletin for 
Europe, vol. 2, No. 2, Geneva, October 1950). 

49 United States export figures are used in this case 
because available commodity statistics of German im- 
ports on a comparable basis refer to the United Kingdom 
and United States zones of Germany in the first half of 
1949 and to the three combined western zones in the 
first half of 1950. These export figures are f.o.b., com- 
pared with the c.i.f. data on imports of the other Euro- 
pean countries analysed; the figures, moreover, refer to 
United States exports to all zones of Germany. 

50 German imports of raw cotton and of machinery and 
vehicles from the United States actually increased. 
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in other supplies, whether domestic or foreign. 
This applies, for example, to British imports of 
raw cotton. Secondly, reductions were made in 
imports from the United States wherever increased 
domestic production or the completion of recon- 
struction programmes lowered import require- 
ments; in many of these cases imports from soft 
currency sources, as well as from the United 
States, were reduced. This category of reductions 
includes the declines in Italian and German im- 
ports of grain and British imports of cheese, in 
British imports of capital goods, in French imports 
of coal and railway vehicles and equipment and in 
German imports of metal manufactures and chem- 
icals. Finally, dollar imports were diminished in a 
number of cases in which alternative supplies 
became available from soft currency sources for 
reasons unconnected with devaluation. Thus, for 
example, higher production of fats and oils in 
western Europe and other non-dollar countries 
made possible a decrease in imports from the 
dollar area. Larger German exports of iron and 
steel products and chemicals to other European 
countries replaced United States goods to some 
extent; this process had been going forward 
rapidly even before devaluation. 


It thus appears that the price factor itself was 
of relatively limited importance in the reduction 
in western European imports from the United 
States in 1950. The increased prices of dollar 
goods in terms of domestic currencies of the 
devaluing countries no doubt added to the incen- 
tive to seek alternative sources of supply. But it 
depended on the availability of increased supplies 
from soft currency sources as to whether substitu- 
tions could in fact be made. Certainly, so far as 
foodstuffs, fuels and essential raw materials are 
concerned, it could not be said that the price 
factor, before devaluation, had been a major 
obstacle to the reduction of imports from the 
dollar area. It was, on the contrary, the extreme 
shortage of alternative supplies—at any price— 
which had been one of the elements in the estab- 


51 The Union of South Africa had been attempting to 
reduce the drain on its gold reserves through successive 
measures of import restriction since November 1948. 
United States exports to the Union of South Africa de- 
clined from a semi-annual rate of $246 million in 1948 
to $65 million in the first half of 1950, ie., by a consid- 
erably larger percentage than for the rest of the sterling 
area, which had introduced effective controls much earlier. 


lishment of the European Recovery Program. As 
the production of scarce commodities rose in soft 
currency areas, as deliveries under the European 
Recovery Program were reduced and the dollar 
shortage persisted, it was natural that countries 
should seek to make substitutions for imports 
payable in dollars wherever this became possible. 
The price factor does not seem to have been the 
primary consideration in this respect. 

Devaluation may have been of somewhat greater 
significance in the growth in intra~European trade 
in manufactures in 1950. Even here, however, it 
is difficult to separate the effects of devaluation in 
cheapening western European, relative to United 
States, manufactures from the effects of the in- 
creased supplies becoming available in western 
European countries, particularly the western zones 
of Germany; and in any case, the consequential 
reduction in imports of manufactures from the 
United States was relatively small, as has already 
been noted. 


Oversea sterling area 


In July 1949, the Commonwealth members of 
the oversea sterling area, except the Union of 
South Africa,** had agreed to join the United 
Kingdom in imposing additional restrictions on 
imports from the dollar area, designed to bring 
these imports down to 75 per cent of the 1948 
level during the twelve months ending June 1950. 
Dollar area exports to the Commonwealth sterling 
countries, other than the United Kingdom and the 
Union of South Africa, fell to 89 per cent of the 
1948 level during the year ending June 1950, and 
to 82 per cent of that level in the first six months 
of 1950. Thus neither the restrictions imposed 
nor the increased prices of dollar goods in terms 
of sterling were fully effective in reducing imports 
from the dollar area to the agreed level—notwith- 
standing the 8 per cent fall in United States dollar 
export prices between the first half of 1949 and 
of 195032 

An indication of the relative significance of the 
price element and of other factors in reducing 


_ °2 However, if United States exports of cotton to i 

in the first half of 1950 are ede hides owing to ete 
usual character of these shipments (see discussion in 
text), dollar area exports to the Commonwealth sterling 
countries, excluding the United Kingdom and the Union 
of South Africa, fell to 82 per cent of the 1948 level 
during the twelve months ending June 1950 and to 
69 per cent of that level in the first six months of 1950. 


a 
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dollar imports is to be found in the nature of the 
specific commodities in which the declines oc- 
curred in Australia and India. These two countries 
accounted for over one-half of all dollar area 
exports to the oversea Commonwealth members 
of the sterling area, excluding the Union of South 
Africa, during the period under consideration. 

The current dollar value of United States ex- 
ports to Australia in 1948 was $114.0 million, 
and $57.7 million in the first half of 1950, or 
approximately the same annual rate. On the other 
hand, United States exports to India in 1948 were 
valued at $297.6 million, and at $128.2 million in 
the first half of 1950, or 86 per cent of the 1948 
rate. It should be noted that United States exports 
to India had actually been reduced to $75.2 
million in the second half of 1949, a period in 
which the increased prices of dollar goods in terms 
of rupees after the devaluation of September 
would have had relatively little time to affect 
United States shipments. For the third quarter of 


1949 alone, United States exports to India were 


valued at $44.0 million, or less than 60 per cent 
of the 1948 quarterly rate. This decline resulted 
from the severe curtailment of licences for dollar 
imports in the first half of 1949, even before the 
joint Commonwealth restrictions agreed upon in 
July. From the end of June to the middle of 
September there was a complete suspension of 
licences by India for dollar imports. 

It is apparent from table 122 that by the first 
half of 1949 United States exports to Australia 
and India were already heavily concentrated in 
items of high priority, such as foodstuffs, raw 
materials and machinery, which were obtainable 
only with difficulty from other sources; it could 
not be expected that the demand for such com- 
modities would be substantially affected by price 
considerations. The demand for types of com- 
modities normally regarded as being sensitive to 
price changes, such as textile manufactures, was 
of very little importance in United States exports 
to these countries before devaluation. 


53 While the demand for food in general may be in- 
elastic, the demand for food from any particular source 
may be highly elastic. However, prices for grain were 
generally determined by dollar prices, or in the case of 
transactions under the International Wheat Agreement, 
which appear to account for some 80 per cent of India’s 
imports of wheat in the crop year 1949/50, by the maxi- 
mum dollar price permitted under the agreement. 
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The most striking feature of the changes in- 
dicated in table 122 is the sharp cut in food 
imports by India in 1950. Since the demand for 
food is relatively little affected by price,®* this 
change clearly resulted from administrative policy. 

At the same time, difficulties experienced in 
securing raw cotton from Pakistan were reflected 
in a large rise in Indian imports of this commodity 
from the United States. This development was 
likewise a result of a change in administrative 
policy. In the case of Australia the fall in imports 
of cotton manufactures to a negligible quantity 
was the result of the administered cut of 100 per 
cent on cotton textiles, except automobile tire 
fabric; the fall in synthetic fibres and manufactures 
was much smaller owing to the predominance, in 
the Australian imports in this group, of tire 
fabrics, which were regarded as essential dollar 
imports. 

It is doubtful whether reductions in Australian 
and Indian imports of petroleum and its products 
from the United States were due to the price 
factor.** It is also noteworthy that the reduction 
in Australian imports of crude sulphur were not 
paralleled in the case of New Zealand; the 
Australian restrictions against imports of this 
commodity from dollar sources were the decisive 
factor. 

It is likely that in both Australia and India the 
demand for metals and manufactures and for 
machinery and vehicles is relatively insensitive to 
price changes. The sharp fall in imports of these 
goods by India in the first half of 1950 was 
mainly the result of severe cuts in import licences, 
though domestic economic conditions may also 
have been partly responsible.®> In contrast with 
India, Australia records a much smaller reduction 
in the value of imports of these commodities, 
owing to the fact that the scheduled restrictions 
were more moderate for the items included in 
these commodity groups.°° 

In general, the composition of imports by 
Australia and India from the United States, and 


54 Prices from soft currency sources were generally 
determined by prices in the dollar area. 

55 See chapter 3. Imports of these goods from the 
United Kingdom were also reduced considerably by ad- 
ministrative restrictions, so that there was no substitu- 
tion of United Kingdom for United States products. 

56 Ror example, scheduled Australian reductions for 
motor chassis were 7.5 per cent; for caterpillar tractors 
10 per cent and for wheel tractors 20 per cent. 


192 


Table 122. United States Exports to Australia and India, 1949 (Firs 


1950 (First half) 


(In millions of United States dollars in current prices, f.o.b.) 
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t half) and 


Australia India 
1950 
C odit 1949 1950 1949 pile 
ommodity First First First Pir 3 
Total exports of United States merchandise 78.9 57.7 177.1 ee 
THOGUSEULLS Tn rt or er CLR dees each? ores 0.6 Mee pee ie 
Grains and prepared products ...........-....+-++:: - ; a 
TE ODACCO Phe eta oe he BU eat Metat aren Metaeres oa. eis, anaes 6.9 533 ne “ey 
Textiles and textile manufactures ................... 4.3 zo 0: eo 
TRENT LOLA OS oes” Wiehe ies Saeco ic ene cee aan OEke a0 gia aeee OPO A i ih 4 2 
Cottonpnanultactuness sees eaters ters =) tae ; Js Me i 
Synthetic fibres and manufactures ..............-. Dri : be Fes 
INoncmetallicumineralSmerce oe ceuc cedure: #2) eee 13.6 e a ye 
Retroleummand! products wey: ete tee ae te AES a a “ee 
Grudessulphutg aeeeyehee SHA ete detbore ct’ acter ey, : ti 
Metalsiand) manufactures pushin een <> oe 9.1 BS Te ae 
fronvandestee! mill products sac sock sc ewe ee = cl WE é : its 
IMachineryeandmyemniclesmeaewermter se mre steers «iclieier sre Sai! he a a4 
Industrial machinery ...... Ree ia SS os ae 19D 9: ER ae 
Tractors, parts and accessories ............---..+:; es) 6.4 as nS 
Automobiles, parts and accessories ................ 6.1 Sail “3 ‘ 
INewatllickS acca bates Sree acre cote Stee es ees ae 3.1 IS} 6.8 Ley 
New passenger cars, parts and accessories ........ 0.4 0.7 13 0.3 
Chenicals Mayers Matte Mere cs ord ce Solin os 4.1 Del 15.0 10.7 
Other teehee pieeaien- 0O EET  Seee?, EMRE. os 2 AEE 6.6 3.8 7.4 2) 


Source: United States official trade statistics. 


the character of changes in that composition be- 
tween the first half of 1949 and of 1950 appear to 
warrant the conclusion that the price factor was of 
secondary significance compared with the struc- 
ture of the import restrictions, though the price 
factor may have resulted in some diminution of 
the pressure on the controls.5 


Latin American non-dollar countries 


A similar conclusion emerges from an examina- 
tion of the reduction in imports from the United 
States by the soft currency countries of Latin 
America. Between the first half of 1949 and of 
1950 United States exports to Brazil fell from 
$238 million to $133 million, representing a 
percentage reduction considerably larger than that 
of the sterling area between these periods. How- 
ever, Brazil did not devalue, and it is probable 
that the fall in Brazilian imports from the United 
States was mainly the result of administrative re- 


me tas; however, pointed out below that the higher 
incomes of primary producing countries after devaluation 
may have tended to increase pressures for dollar goods. 


58 The gross national product of Brazil probably in- 
creased in 1950 (see chapter 3). Brazil’s real imports 


strictions.** Argentine imports from the United 
States in the first half of 1950 actually increased 
to some extent from the very low point reached 
in the first half of 1949 but were still less than 
one-third of the value of imports in the corres- 
ponding period of 1948. At this low level of 
imports, resulting from restrictions, it was not 
likely that the increased prices of dollar goods in 
Argentine currency resulting from the exchange 
adjustment of 1949 would operate to reduce im- 
ports to any significant extent. 


Substitutions of western European for 
United States goods 

The above discussion of reductions in dollar 
imports in typical countries of the oversea sterling 
area and the soft currency countries of Latin 
America has thus far not taken full account of the 
possible effects of devaluation in causing a substi- 
tution of western European for United States 
goods in these markets.°° 


from western Europe increased to some extent in the 
first half of 1950 but not by an amount at all comparable 
with the reduction In imports from the United States. 

59 Such substitutions have, however, been considered, 


above, in relation to dollar area countries and western 
European markets. 
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In 1949 a little more than half of total United 
States exports to all destinations consisted of 
finished manufactures. Thus considerable oppor- 
tunity appeared to exist for reducing the United 
States export surplus with the rest of the world 
through the substitution of manufactures from soft 
currency sources, and particularly from western 
Europe, for those of the United States. It was one 
of the objects of devaluation to hasten the trend 
which had already been taking place in this direc- 
tion during 1948 and 1949, by rendering western 
European manufactures more attractive in relation 
to United States goods. It will be seen that United 
States real exports of manufactures to the areas 
included in table 123 did in fact decline by some- 
thing of the order of 13 per cent between 1949 
and the first half of 1950. While the volume of 
United States exports of manufactures to the 
dollar area remained approximately unchanged, 
real exports to the soft currency area fell by 
approximately 30 per cent. Nevertheless, the 

mall increase in the oversea exports of manufac- 
tures by western Europe was absorbed mainly by 
the dollar area. There was relatively little increase 
in western European exports of manufactures to 
third markets in the non-dollar area to compen- 
sate for the 30 per cent reduction in United States 
exports. Even in the case of the areas having 
currency affiliations with western European coun- 
tries—namely the sterling area and the dependent 
oversea territories—where substitutions for United 
States exports would presumably have had the 
effect of diminishing the pressure upon the dollar 
resources of the European countries concerned, 
the increase in western European exports was 
relatively small. So far as the sterling area coun- 
tries®°® are concerned, the small amount of the 
increase in United Kingdom exports and the 
actual decline in other western European exports 
are due mainly to the restrictions imposed by 
India and the Union of South Africa, even on 


60 Tt will be noted that dependent oversea territories 
in the sterling area are classified with all other depend- 
ent territories in table 123. 


61 The United Kingdom’s total exports to all sterling 
area countries other than India and the Union of South 
Africa were valued at $1,266 million in the first half of 
1949 and $1,117 million in the first half of 1950. This 
represents an increase in volume of about 20 per cent. 


62 Such substitutions were. probably not very large in 
the case of Australia, notwithstanding the considerable 
increase in United Kingdom exports of capital goods and 


imports from soft currency sources. Other coun- 
tries in the sterling area group indicated in table 
123 did increase their imports of manufactures, 
particularly capital goods, from the United 
Kingdom. 


There are two distinct reasons which could 
have given rise to an increase in United Kingdom 
exports to the rest of the sterling area countries 
other than India and the Union of South Africa. 


In the first place, United Kingdom goods, as a 
result of devaluation, became cheaper, relative to 
their United States equivalents, and this no doubt 
induced oversea sterling area importers to substi- 
tute United Kingdom for United States products 
wherever this was possible. To the extent that 
such substitutions were made,* the increase in 
United Kingdom exports to sterling area countries 
fulfilled a function of dollar saving which was no 
less important than direct dollar earning through 
sales to the United States. This would take the 
form of lower demands by the sterling area 
countries upon the resources of the sterling area 
dollar pool. 


But even if there were no substitutions of 
specific United Kingdom products for equivalent 
United States goods in sterling area markets, there 
would have been a tendency for United Kingdom 
exports to the sterling area to increase. This 
followed from the sharp deterioration of the terms 
of trade of the United Kingdom with the sterling 
area and the greatly increased sterling incomes of 
the oversea sterling area countries from sales of 
raw materials, which caused a considerable growth 
in holdings of currently expendable sterling bal- 
ances.®* In fact, the 20 per cent increase in United 
Kingdom total real exports to all sterling area 
countries, other than India and the Union of South 
Africa, between the first halves of 1949 and 1950 
may be no more than could be expected on the 
grounds of the deterioration in terms of trade 


motor cars to Australia in the first half of 1950. Table 
122 indicates that this increase was accompanied by a 
relatively moderate decline in Australian imports of 
these goods from the United States. 

63 Total United Kingdom sterling liabilities to sterling 
area countries had increased by 30 June 1950 to £2,497 
million—a higher figure than at any time since the end 
of the Second World War. The increase over 30 June 
1949 was £272 million. Part of this increase was also 
due to larger sales of gold to the United Kingdom by the 
rest of the sterling area, particularly the Union of South 
Africa. 
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i d Western Europe to 
123. Exports of Manufactures by the United States an 
cat be Third Markets, 1949 and 1950 (First half) 


(In millions of United States dollars, f.o.b.) 
i 


Exporting area 


Other 


i western Total . 
ah ate iota United Western European western United 
Kingdom Germany countries? Europe States 


oh hee ee ee ee ES 
Dollar area (excluding United 


tates ):°¢ 
; nee Ons RA PRN ET MO Dail 3a) 14 79 428 2,283 
1950 First half: 452 2.190 
{EDLICES Ou ae ae 2,642 346 30 76 5 
7 1949 pricese ef cater 2,868 448 39 91 578 2,290 
Latin American non-dollar area:f 
: 194 Dee re Melee ne ero 1,328 349 14 307 670 658 
1950 First half: ; 
tEDLICeS Oar ee ree 1,048 254 40 254 546 50 
_ joao pices Pen Re 1,210 329 2, 304 685 525 
Dependent oversea territories:& 
‘ L949 Pee, eetien dk: 2. OTe 1,975 1h? 9 868 1,589 386 
1950 First half: 
In irett Diices Gears 1,548 540 14 746 1,298 250 
Iinel949 priceses meat 1,870 699 18 892 1,609 261 
Rest of oversea sterling area:} 
{949 TR ees, Wee, eae 2,831 1,970 29 224 2,223 608 
1950 First half: 
In current prices? ........ 2,096 1,560 38 142 1,740 356 
inet949cpnicesca eee er 2,610 2,019 49 170 2,238 372 
Eastern Europe: 
1.94 0 he Pete oa ear ce 676 146 49 442 637 39 
1950 First half: 
In current prices? ©....... 568 122 86 308 518 50 
In 1949 pricese........:.. 689 158 111 368 637 52 
Other countries:J 
VAD ek uct Miata eee aoe 691 256 12 151 419 Die 
1950 First half: 
ngenirenty prices sess ae 546 208 22 130 360 186 
ibay ACEI foyateyer | 647 269 29 155 453 194 
Total, above areas: 
LIS YAS eho Aan ite ate eed ® 10,212 3,768 127 2,071 5,966 4,246 
1950 First half: 
Invcurrentyprices® sa, seas 8,448 3,030 230 1,656 4,914 3,534 
nel OAObinricese = aes aes 9,894 3,922 298 1,980 6,200 3,694 


SS 


Source: United Nations Statistical Office and 
Department of Economic Affairs; based on 
official statistics of the exporting countries. 
Data for the first half of 1950 in 1949 prices 
were estimated on the basis of dollar export 
unit value indices for manufactures in the case 
of the United Kingdom and the United States 
and on the basis of over-all dollar export unit 
values for other countries. 


® Austria, Belgium-Luxembourg, Denmark, 
France, Ireland, Italy, Netherlands, Norway, 
Portugal, Spain, Sweden and Switzerland. 

> Total of preceding three columns. 


¢Canada, Colombia, Cuba, Mexico and 
Venezuela. 


4 Yearly rate in current prices, based on first 
half of 1950. 


© Yearly rate in 1949 prices, based on first 
half of 1950. 

f Argentina, Brazil, Chile, Peru and Uruguay. 

® Dependent territories of western European 
countries, including United Kingdom depen- 
dencies in the sterling area, and former Italian 
colonies in Africa. 

» Australia, Burma, Ceylon, India, Iraq, New 
Zealand, Pakistan and Union of South Africa. 

1 Bulgaria, Czechoslovakia, Finland, Hun- 
gary, Poland, Romania, Union of Soviet Social- 
ist Republics and Yugoslavia. 


J China, Egypt, Iran, Israel, Lebanon, Syria 
and Thailand. 
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alone.** Sterling area raw material prices would 
have risen in any case, irrespective of devaluation, 
owing to the recovery of United States demand 
and the continuing expansion of European re- 
quirements. But, in addition, the devaluation of 
sterling caused pro tanto a still greater fall in the 
purchasing power of United Kingdom exports 
over sterling area raw materials.*° The additional 
claims on United Kingdom goods thus generated 
by the much increased sterling incomes of primary 
producers in the sterling area do not have their 
counterpart in any corresponding reduction in 
dollar expenditures by the sterling area countries. 
In fact, the higher incomes of these countries tend, 
on the contrary, to increase their pressure for 
dollar goods of types which are unobtainable in 
the United Kingdom, thus offsetting, at least in 
part, the deterrent effect of the higher sterling 
prices of dollar goods.*° In many cases, however, 
increased sterling profits from sales of primary 
commodities accrue, not to the country of origin, 
but to the United Kingdom, where operating 
companies are registered. This results in increased 
invisible earnings by the United Kingdom from 
the sterling area.*’ 


Similar considerations apply to the exports of 
other western European countries to their associ- 
ated monetary areas. Since the exports of France 
to its oversea territories did not increase in real 
terms between the first half of 1949 and of 1950, 
there probably was not any significant element of 
dollar saving to the French monetary area through 
the replacement of United States by French 
products in these territories. 


The effect of increased exports by western 
European countries to soft currency countries 
outside their respective associated monetary areas 
is somewhat different from the above. Such ex- 


64See discussion, above, concerning primary com- 
modity prices after devaluation. 

85 This applies also, of course, to other western Euro- 
pean countries. Since their exports to the rest of the 
sterling area did not rise in the first half of 1950, they 
were compelled to draw heavily on their sterling balances 
to finance their greatly expanded deficits with that area, 
owing to the sharp increases in raw material prices in 
terms of devalued currencies. 

66 Thus, as noted above, United States exports to 
Australia in the first half of 1950 were at approximately 
the same annual rate as in 1948, notwithstanding the 
administrative restrictions and the higher prices of dollar 
goods in terms of Australian pounds. 


ports may diminish the requirements of the 
recipient countries for dollar goods; but they can 
improve the dollar position of the exporting 
countries only to the extent that any resulting 
export surplus is settled in gold or dollars. The 
French export surplus with Argentina in the first 
half of 1950 helped to liquidate French debts to 
Argentina contracted in earlier years, but did not 
give rise to dollar settlements. In 1950 Brazil was 
in surplus with the United States and in deficit 
with the United Kingdom to an extent which 
resulted in an actual shortage of sterling owing to 
difficulties in securing agreement on the prices of 
Brazilian exports. Brazil did not, however, use 
dollar resources to settle the deficit with the 
United Kingdom in the first half of 1950, but 
accumulated sterling debts instead.** 


On the whole, it would appear that the amount 
of substitution in third markets of western Euro- 
pean for United States goods was of relatively 
little significance in relation to the dollar problem 
in the first half of 1950, either in the dollar area 
or, with some possible exceptions, in the non- 
dollar area. The increase in the volume of western 
European exports to the dollar area countries, 
other than the United States, was relatively large 
in the first half of 1950, but insufficient to cause 
any appreciable rise in net dollar earnings on 
balance. On the other hand, the increases in the 
volume of exports by western Europe to oversea 
non-dollar countries were small, except for United 
Kingdom exports to sterling area countries other 
than India and the Union of South Africa; even 
here the rise may have been no larger than 
corresponded to the deterioration in the terms of 
trade, and the extent of substitution of specific 
United Kingdom goods for corresponding United 
States goods was probably of rather limited 
importance during the period under consideration. 


67 In such cases the effect on the United Kingdom is 
largely confined to the transfer which takes place inter- 
nally from the consumers of such primary commodities. 
to the operating companies which control their pro- 
duction. 


88 See chapter 8 for a further discussion of this point. 
The United States Department of Commerce Survey of 
Current Business for December 1950 points out that “for 
the present the dollar surplus countries seem to have 
increased their reserves rather than increased their dollar 
expenditures in Europe. Although the current trend in 
these countries is toward utilizing these balances to ac- 
quire goods, the preference is apparently still to use the 
available dollars for purchases in the United States”. 
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Consequently, the reductions made by soft cur- 
rency countries outside western Europe in their 
imports from the dollar area in the first half of 
1950 are attributable mainly to the effects of 
administrative restrictions. At the same time, the 
higher prices of United States goods in terms of 
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the currencies of the countries which devalued 
may have resulted in some lessening of the pres- 
sure on controls, except where the higher incomes 
of primary producing countries, resulting in part 
from devaluation, may have tended to offset this 
effect. 


Summary and Conclusion 


The immediate effect of devaluation was to 
lower the dollar prices of western Europe’s ex- 
ports, relative to those of the United States. In 
many of the primary producing countries which 
devalued, export prices in domestic currencies 
increased to levels approaching or even exceeding 
‘pre-devaluation dollar parities. As a result, west- 
ern Europe’s terms of trade deteriorated in the 
first half of 1950, not only with respect to the 
dollar area, but also as against other soft currency 
countries which export primary products. More- 
over, the higher costs of raw materials, whether 
from dollar or non-dollar sources, and the pos- 
sibility of wage-price increases in the countries 
whose cost of living had risen, were causing an 
upward pressure on the export prices of the 
devaluing countries in the first half of 1950. 


The period following devaluation coincided 
with a very considerable reduction in the import 
balance of the rest of the world with the dollar 
area. This reduction consisted, as to 20 per cent, 
of increased exports to the dollar area by the rest 
of the world, and, as to 80 per cent, of lower 
imports from the dollar area. 


Nearly all of the rise in exports to the dollar 
area was accounted for by the United States. The 
increase in the dollar value of exports to other 
dollar area countries between the first half of 1949 
and of 1950 amounted to only $11 million, and 
much of this minor increase was attributable to 
factors other than devaluation.®° 


With respect to the rise in the dollar value of 
exports of the non-dollar world to the United 


69 Such as Canadian import policy; see discussion of 
United Kingdom exports to Canada. 


70 Compare the conclusions of the United States De- 
partment of Commerce in its Survey of Current Busi- 
ness for June 1950, page 13: “Most of the rise in the 
value of imports by nearly $400 million [in the first 
quarter of 1950] from the low point in the third quarter 
of 1949 can be attributed to the general rise in business 


States, this was due almost entirely to the increas- 
ing volume and dollar prices of United States 
imports of food and raw materials, resulting from 
higher levels of United States business activity. In 
the case of the United Kingdom, the increase in 
the volume of exports to the United States in the 
first six months of 1950 was far short of what was 
required to raise United Kingdom dollar earnings 
above the level reached in the corresponding 
period of 1948. Other western European countries 
raised the volume of their exports to the United 
States between 1948 and the first half of 1950 by 
a considerably larger percentage than the United 
Kingdom. There is some doubt as to how far this 
was due to devaluation and how far to other 
factors, including the eased supply position by 
comparison with 1948; and in any event the dol- 
lar value of exports to the United States by con- 
tinental western European countries, other than 
western Germany, was not much higher in the 
first half of 1950 than the half-yearly rate of 1948. 


It emerges that factors other than devaluation 
were primarily responsible for the increase in the 
dollar value of exports by the rest of the world to 
the dollar area in the first half of 1950.7° 


By far the most important element in the fall 
in the dollar area trade surplus with the rest of the 
world between the first half of 1949 and of 1950 
was the decline in dollar area exports to the rest 
of the world of over $1,700 million. 


Most non-dollar countries had instituted meas- 
ures designed to restrict their imports from the 
dollar area to the most essential commodities, 


activity in the United States, accompanied by a shift in 
inventory policies, rising prices, and an increased need 
for primary and semi-processed materials for consump- 
tion. The value of imports from Western Europe, which 
rose about $40 million from the third quarter of 1949 
was still smaller than during the first quarter of 1949. 
The devaluations, though undoubtedly an important fac- 
tor, do not appear to have been the primary cause for 
the large rise in imports during recent months”. 


Chapter 10. The 1949 Currency Devaluations and International Trade 197, 


long before devaluation occurred. Consequently 
the increase in the domestic currency prices of 
dollar imports after devaluation could not have 
any considerable effect in reducing these imports 
below the controlled levels. The countries in the 
sterling area and the Latin American non-dollar 
area imposed new import restrictions during 1949 
designed to lower their dollar imports still further, 
thus leaving even less margin for additional reduc- 
tions as a result of the price factor. 


The reduction in western Europe’s imports 
from the dollar area in the first half of 1950 was 
concentrated heavily in foodstuffs and raw ma- 
terials and was made possible primarily by the 
improved domestic food output, particularly in 
Germany and Italy, and by the increased supplies 
of these goods becoming available both in western 
Europe itself and from oversea soft currency 
countries. The fall in western Europe’s imports of 
manufactures from the dollar area was relatively 
moderate, notwithstanding the greatly increased 
_prices of these goods in terms of devalued cur- 
rencies. The recovery of western Germany con- 
tributed substantially to the decline in western 
Europe’s requirements from the dollar area in 
this category of goods. 


The nature of the declines in specific dollar 
imports by leading countries in the oversea ster- 
ling area and the non-dollar area of Latin America 
suggests that these were mainly the result of the 
administrative restrictions imposed, rather than of 
the price factor. The higher incomes of the pri- 
mary producing countries may have tended to 
increase their pressure for dollar imports, thus 
offsetting, in some measure, the deterrent effects 
of the increased prices of these imports in terms 
of local currencies. 


There appears to have been no major increase 
in the imports of oversea non-dollar countries 
from western Europe in replacement of United 


71 As shown above, this was mainly due to the import 
restrictions, affecting even purchases in the sterling area, 
imposed by India and the Union of South Africa. United 
Kingdom real exports to other sterling area countries did 
increase, and part of this increase may have been in re- 


States goods. United Kingdom exports to the 
sterling area’! and French exports to French 
oversea territories were approximately unchanged 
in real terms between the first halves of 1949 and 
1950. Nor does there appear to have been any 
important degree of substitution of western Euro- 
pean for United States manufactures in other 
oversea non-dollar markets. Such surpluses as 
were earned in the first half of 1950 by western 
European soft currency countries in trade with 
the non-dollar countries of Latin America do not 
appear to have resulted in dollar settlements in 
that period. On the whole, countries with growing 
dollar balances in 1950 seem to have continued 
to prefer to utilize these resources for purchases 
in the United States rather than elsewhere. 


It would appear that the decline between 1949 
and 1950 in dollar area exports to the rest of the 
world corresponded for the most part to the 
tightening of import restrictions, particularly in 
the sterling area and the non-dollar area of Latin 
America; and, so far as continental western 
Europe is concerned, to the recovery of the coun- 
tries in that area, particularly of western Germany. 


In evaluating the significance of the economic 
developments in the first half of 1950 which have 
been studied above, it is necessary to stress once 
again the short-term character of the analysis. If 
it be concluded that factors other than devaluation 
were mainly responsible for the narrowing of the 
dollar gap in the first half of 1950, this does not 
necessarily imply any judgment as to the signifi- 
cance of devaluation and its effects on interna- 
tional price relationships and trade in the longer 
run. Developments in 1950 and 1951 are, how- 
ever, likely to obscure rather than throw further 
light on this problem, owing to the powerful new 
factors introduced into the situation after the 
beginning of the Korean conflict and the rearma- 
ment programmes which followed. 


placement of United States products; however, this in- 
crease may have been no larger than corresponded to 
the deterioration in terms of trade with the rest of the 
sterling area. 
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Table I. Indices of Mining and Manufacturing 


APPENDIX 


Production in World and Selected Countries, 


1947 to 1950 (Third quarter) 


(19375 — 100) 
Country 1947 1948 1b39 Ra Oe 1949 quarters 1950 quarters 
First Second Third Fourth First Second Third Fourth First Second Third 
WV Oat staterictr sare 124 £33) 140 130 13499135 142 1403 139137) 145 148° «157,163 
World excluding 
. United States ... 96 115 131 108 113 115 124 XS UBL 129 eo 142 148 #150 
SRE Sate Sarre ies) 178 173 ses 167 
\ustria> Wess Boratto wean seks 58 89 118 73 89 94 98 1OO0R nS 1245 133 133 139 140 
BRITT WTO lea ed 83 89 91 88 89 88 92 94 93 85 91 91 92 90 
Bie LD Cites hen va path hee 2 97 111 114 OO e140 11 107 1065 21345-4123 110 99 106 136 
ATI inv. PR os is 148 180 234 134 165 195227) Be 
URRTG EN de ee eee ae 162 169 171 168 168 165 7/8 169 173 168 173 173 183 183 
Bow te bo... . Osi £.BE : 136 143 140 140, 140, , 137 154 143 138 134 §=145 1345S eel) 
mechoslovakia .....%.'.-- 83 99 107 93 101 93 105 102 eu 99 114 
BPRTET Laud KA Wah shat eos: sors: ole: por sits 116 (pans) 138 128 133 119 136 133) 140 130 147 146 161 143 
MUPAELG SS fs coher sits, a nie oneaate ean 137, 146 134 137 132 #8143 144 146 136 4156 iDssy, By) SIE }S) 
BECO Bxcke ss vss 3 SIO 85 100 110 99 105 94 102 I leh _ iO 112 1090 12 O02 
yermany: 
Western ZONES. .......%. 33 sy? 78 41 43 57 66 Ws 76 Wil 85 86 95 103 
BSS RON Z ONCE sie bi aus 51 65 77 a re: ie ae 
BE CCC ec nc sta OE rs 66 70 82 63 64 70 83 73 80 85 90 86 99 8114 
miatemalabed. 2.1... 106 110 114 ae ae AF at a: i 103 118 117 109 107 
Baie eet s . RON te. 102 114 1 a | 123, 110 104 118 iil? 113 106 111 110 109 108 
Sg Re Sg Oe eens, ec 117 128 139 119 132, 127 136 128 140 138 152, 146 161 155 
ly cap. Ballo. acie. wnt 88 92 100 85 90 93 100 5 102 98 107 108 113 108 
BRAT pace aieliee. ~ «SRO 28 40 a5 By SH 44 47 49 54 55 55 56 63 66 
MPREMDOULL 2... cece ewe 75 100 5) ae * a ats Wl NOE 86 78 91 96 ~=6101 
MACOS ere io xed wets ti 4 129 128 Ty 119 132) 32 i 130 136 141 141 147 145 
BeTIANGS chose eee OS 91 110 123 99 108 111 122 115 118 124 134 126 128 141 
BAW VC ren vis tama, ape ney a5 125 132 | 2p) ieee WPAN 129 137) 137 114 §©138 146 1467123 
Milippinest ..... 2.205 eee 76 85 91 ni ft Ae ee = a S as: i) be 
ete.) than ao foae 146 177 AAD 675179) 1905 209 331 24 
CT a rot dan tap cares, wyaun 141 150 156 148 151 150 153 158 163 141 163 163 170 146 
GLY SP seer tea de ee 151 156 ie, A oe oF aii Ae ste os sa Ae ie ne 
JSSRe i Bec higs ey eiewaissan:s 93 118 141 Od 137i ——-_ 153 170% 
Inited Kingdom ......... 98 110 118 109 111 105 115 118 il) 113 124 128 129 123 
Maitcd States. si. oes fase 165 170 156 Tova OS ee 172 163154 «#4152 «4154 1592S 


Source: Statistical Office of the United Nations. 


Note: A revised index for the world and the world exclud- 
ng the United States will be found in the April 1951 issue 
f the United Nations, Monthly Bulletin of Statistics. 

a Including electricity and manufactured gas. 

b Including electricity. 

¢ 1946 = 100. 

4 Excluding mining. 

e Including manufactured gas. 
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f Including agriculture. 

g Post-war production in post-war territory has been re- 
lated to 1937 production in pre-war territory. 

bh 1938 = 100. 

i 1940 = 100. According to League of Nations, Statistical 
Yearbook (Geneva, 1945), industrial production in the Union 
of Soviet Socialist Republics in 1940 was 43.8 per cent above 
1937. 

i Estimated. 

k First ten months of 1950. 
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Table II. Estimated Value of Trade of Hard and Soft Currency Countries, 
1948 to 1950 (First half) 


(Based on exports, f.0.b., in thousand millions of United States dollars at annual rates) 


i ———————— 


Exports of hard Exports of rest of world Import surplus 
Estimated currency countries? — of rest of 
Item and period total a Total To hard To one world with 
world Total To one To rest currency another hard currency 
exports» another of world countries countries 
Value in current prices: 
194 See | Minky, | Micteeesict se 55.4 21.9 10.1 11.8 355) 6.7 26.8 —5.1 
O49 Hirstenalfmec cle te 59.4 22.4 10.0 12.4 37.0 6.1 30.9 —6.3 
1949 Second half.......... 53.8 19.8 9.4 10.4 34.0 Def, 28.3 —4.7 
LOD OMEUTSt Altar Tere 52.6 il 9.8 8.8 4.0 6.6 27.4 —2.2 
Value in 1948 prices: 
LOA S Sensea cuss ead Parse? oerokexs ei 5.4 21.9 10. 11.8 3335 6.7 26. —5.1 
(IQA) Verte AE oc ccbao en 59.8 23.0 10.2 12.8 36.8 6.0 30.8 —6.8 
1949 Second half.......... 60.4 20.8 10.0 10.8 39.6 6.6 33.0 —4.2 
OS Oebimste halt ter earn t: 64.2 20.2 10.6 9.6 44.0 8.6 35.4 —1.0 
Source: United Nations Department of Economic Af- Salvador, Guatemala, Haiti, Honduras, Mexico, Nether- 
fairs; based on values in current prices reported by the lands Antilles, Nicaragua, Panama, Philippines and Vene- 
Statistical Office of the United Nations. zuela, and in addition Belgium-Luxembourg, Portugal 
4 Including Canada and the United States and the fol- and Switzerland. 
lowing countries in the dollar area: Bolivia, Colombia, > Including estimates for countries not included in 


Costa Rica, Cuba, Dominican Republic, Ecuador, El table 1 in the Introduction to the report. 
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Table III. Percentage Distribution, by Value, of United States Exports, by Economic 
Classes, 1948 to 1950 (First half) 


Economic class 


Total 


Foodstuffs: 
Total 


Siee Rn ae age eel OLS) © 6 '6y,G) 6.0/8) 1@ CRW 06m Be be 


Crude materials and semi-manufactures: 
Total 


Finished manufactures: 
Total 


1948 


100.0 


1949 

1950 

First Second First 
half half half 
100.0 100.0 100.0 
19.2 18.1 14.0 
7.4 10.1 hes 
27.0 25.6 30.2 
2157 17.8 21.8 
53.8 56.3 55.8 
70.9 {P45 70.7 


Source: Midyear Economic Report of the Pres- 
ident, July 1950 (Washington, D. C.); United 
States Department of Commerce, Foreign Com- 
merce Weekly, 4 September 1950 (Washing- 
ton, D. C.). Figures net of foreign aid derived 
by deducting from total exports grants reported 
under the following foreign aid programmes: 
European Recovery Program, interim aid pro- 


gramme for western Europe, post-UNRRA re- 
lief, Army Civilian Supply Program for Ger- 
many and Japan, aid to China by the Economic 
Cooperation Administration, civilian aid under 
the assistance programme for Greece and Tur- 
key; exports under the programmes for aid to 
Korea and certain other programmes, however, 
not deducted owing to lack of data. 


Table IV. Value and Indices of Unit Value and Quantum of United States Imports, 
by Economic Classes, 1948 to 1950 (First half) 


(In millions of United States dollars, f.o.b.) 


Item and period pene Crude 
ities materials 
Current value: 
1948 Semi-annual average.. 3,546 1,074 
{OASTPirstsnall wench caer s 3,346 952 
1949 Second half.......... Sey? 903 
TOSORP Ist ehal ie. eee ae se -e Bah, 1,050 
Unit value index (1948 = 100) 
(SAS eg hirstehaliGs.... 0 0+ 98 100 
1949 Second half.......... 92 93 
SS Onbarstonalter eee ee cnr 95 93 
Quantum index (1948 = 100): 
USASREinstahiallitewaaemmcerseeers 96 89 
19495 Second al fps yeysncyeie.on- 99 91 
LS SOp Rise na ieweneneeeerce toe 111 105 


Manufac- 

Semi- Crude tured Finished 

manufac- food- food- manufac- 
tures stuffs stuffs tures 
816 636 366 654 
V2 642 379 641 
690 691 363 605 
896 769 398 664 
99 93 95 99 
85 99 96 95 
81 123 95 93 
90 110 109 99 
100 110 103 97 
135 99 116 110 


Source: United States Department of Commerce, Summary of Foreign Commerce. 
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Table V. Quantum Indices of Exports of Western European Countries, 
1948 to 1950 (First half) 


NN eee 


1949 
1950 
Country® 1948 ae ae ate 
(1938=100) (1948=100) (1948 = 100) 
i ee Aa EC TLE LS SA LEAT EAA AE EAE PANT NTE AS 
Western Germanlyams see circles alee 21 164 219 348 
PAUStT are ete Ne aN MAG Mme MELEE LAG 58 129 120 159 
INethenlandStes ns eee ote icicle ls seeumietien a ators 64 132 170 174 
Denmark ec orbit re te eye foteveteemteys oreuene YP 12 138 15 
irelancl mame year Drive Gkapeie sects sieusire. cisustenezare 74 110 135 117 
TRUK, .. 6 Sete arots cast Ole ela dickotho. ho Moe 80 106 119 126 
INOrWayaeae ec orc eas clone rissa A otaremaT eT ths 81 109 98 134 
CRG a hes Aang ORME EMC GER ter: Bick mneee 90 101 128 134 
Belgium-Luxembourg ......-........... 91 112 102 114 
ANTES REN? © pcre nutha ceorche Sere OR ertete eee nC ae 94 135 IH 1 in yf 
ESAT CC gare Roe petleker cht howe thon sc ecectN ownage cians 96 138 140 162 
Switzenlam Cun cin ett tee erie upsise sic eienekeuacs 125 92 107 96 
United Kined omar: techies theca ences © 137 110 110 122 


Source: United Nations, Summary of World Trade Statistics. 
a Countries arranged in ascending order of quantum in 1948 relative to 1938. 


Table VI. Quantum Indices of Imports of Western European Countries, 
1948 to 1950 (First half) 


1949 
Country® 1948 Pires pain First 
(1938=100) _ (1948=100) see fete 00) 
PATISED IAD rte rt coo tras eR ttnee e  R ROES 48 147 
Westenra Gonman ya mises ner re 54 134 ie ied 
Denial kgs. ree fie Serer he eee 84 132 123 154 
Netherlands ces manceiatte,. vce ewelepen ite 85 at ili 145 
INAVER? oo om. tens thao OO OSE RES a evereierete 100 ily ilaly 130 
SLUTKEY petra: atta sis pcrsc RAMS oe es 110 98 129 12 
Be i 0 
EAL Me 5 os Me sn ee a ale cy Ra 8 109 118 99 119 
Winitede Kun codons n tase ene net 81 105 atl 112 
Treland eee Mees ce. ore Ca eee 127 98 102 111 
France aarcnagh setts hore tece Se 101 106 99 110 
Belgium-Luxembours sient eee nae 108 91 96 
DWEMCH Pichi aa tents eae tes ae ee 106 83 87 9 
Smitzetland agvi0, .c.cee ene cee 147 79 82 84 
—— eee 
ae ig Drie Nations, Summary of World > Excluding non-commercial imports 
istics. ¢ United Kingd 
* Countries arranged in descending order of prior to 1950; preach, Unie Race 


quantum in first half of 1950 relative to 1948. United States zones thereafter, 
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Table VII. Value of Imports of Latin American Countries," 
1948 to 1950 (First half) 


(In millions of United States dollars, c.i.f., in current prices) 


teen 


1 

1948 ee ene ee 1950 

Country Semi-annual First Second First 

average half half half 

Total 3,052 2,765 2,560 2,365 
Wollate COUDLTICSDR a ners ite csi enlace 37) 372 1,110 1,130 
IVSHeZLIC IAN Som er carts a. I eae ented 2yf7/ 415 321 283 
INIGXICO MPC Ea B Sener dh re ee 2 2911 283 220 237 
[Se < ae) So OR Oe Sse eae 290 267 229 237 
(olom biawere-cB Ace Riese suc te e wisi oea is 168 ils 104 147 

J Paneer teh 7) 25: 2S ea a ae nee 35) 34 82 29 
Guatenalagere ea. sos cee ce eee. 34 38) 32 35 
Dominican sepa blicaswamerwe series «<0: 33 26 25 19 
INOn-dollar<coanimies?’ 2832.5. 22 cee. . oe 1,677 1,393 1,450 12235 
CANT SS) ATT = JO 5 NS Cee ROU Ae Hien i dd. Bs or ee 
ASYaaV AN Reed JR en oe Bir ee ae 567 564 552 430 
CUVTIES sek a. Ae) SRR ar eas eerie ava arenes 135 142 161 119 
{Up dns ie LS eR Bean eer ree as 100 87 97 90 
IPCTUNMIaSr. See Rs EEO, cle keaegekbs ine ya 84 78 89 68 


Source: Statistical Office of the United Nations. 
a Exclusive of Non-Self-Governing Territories. 


a b Totals include estimates for certain other countries. 


Table VIII. Value of Exports of Latin American Countries,* 
1948 to 1950 (First half) 


(In millions of United States dollars, f.o.b., in current prices) 


h, aa eens ge 

ee ohm at ‘half half 

Total 3,302 2,767 2,808 3,015 
Dollarecountrieshy wea sae. he ee eetlcnsels ale 1,563 1,419 1,331 1,480 
IWenezuiclameee Biase Gabe eetis Zhi. dae oe syncs 595 497 577 585 
(Giles gee PER SI 6 Seen ee cee eae 355 281 297 290 
INTE SI COMIN Rt tier sc one, aicre ie! ooatn arieree clic 233 241 200 169 
Qos s Hs SSeS 145 135 170 154 
Non-dollar countrieslm s.48. 1 aster een. 6 oa 1,739 1,348 1,477 1,535 
A Lin eee ee ee tee Bee eer 812 fs a At 
Brazil ae a Reh BSNS ie ol See es OM renter coe 586 441 649 491 
(Gavi BEA ae Dee ee eee eee 165 176 126 123 


Source: Statistical Office of the United Nations. 


a Exclusive of Non-Self-Governing Territories. ; 
b Totals include estimates for certain other countries. 
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Table X. Transactions of International Monetary Fund,? 
1947 to 1950 (Nine months) 


(In millions of United States dollars) 


Country 


Total sales 


Total repurchases by 
member countries 


ee) Rinee | 6 ngs sae s cle 6 6 a erste « 2 sie wha el «6 
Sis eve Ge & Biss wy 0 “Se oe COTS ONG 6 0 6 06 6 Ce 8 8 


wi Siou'n) Sie! isete © © le, \s1'6! 6p %, 1b) 6.6 00) 6 6410. @ 


Denmark 
Egypt 
Ethiopia 
France 


a) eee wee, © cus ee as “silp) one e) « Wiis q w © 6),0)j00e 1 6 


Netherlands 
Nicaragua 
Norway .... 


Turkey 
nono. South Atrica, ty omera. | fos see 
United Kingdom 
Yugoslavia 


1947 1948 1949 1950» 
467.7 214.2 101.5 = 
S = 3,5 298 
es = 20.0 = 
11.0 22.0 —0.9 —20.6 
cs x 37.5 - 
8.8 ie s a 
2 1.3 04 = 
2 6.0 Zz . 
3.4 6.8 e = 
2 L 3.0 —8.5e 
2 0.3 0.3 520.3 
125.0 = = = 
- 68.3 31.7 = 
22.5 = S E 
52.04 23.3¢ = = 
ie 0.5 5 = 
= 15.7! z a 
5.0 = = a 
= 10.0 es = 
240.0 60.0 = z 
= = 9.0 ms 


Source: International Monetary Fund, Interna- 
tional Financial Statistics (Washington, D.C.). 

a All Fund sales represent United States dol- 
lars unless otherwise stated; all repurchases (—) 
made with gold or United States dollars. 

b Nine months ending 30 September. 

e Since part of Egypt’s initial subscription 
paid in gold was based on 10 per cent of its 
official holdings of gold and United States dol- 
lars, and was less than 25 per cent of its quota, 


it was required to repurchase Egyptian pounds 
held by the Fund in excess of 75 per cent of its 
quota when its monetary reserves improved in 
the third quarter of 1950. 

dIncluding sale of $6.0 million in pounds 
sterling. 

e Including sale of $6.8 million in Belgian 
francs. 

fIncluding sale of $4.6 million in Belgian 
francs. 
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Table XII. Aid Received and Extended Under the European Recovery Program, by Country, 
3 April 1948 to 30 June 1950 


(In millions of United States dollars) 
ee ee ee eee 


Aid received 
from United States 


_ Aid under 
intra-Huropean 


payments plant Net aid 
Grants Credits Total received 
Country = = received grants Received Extended (+) or 
Direct Conditional Total and from other to other provided 
upon intra- grants credits partici- partici- (—) 
European aid@ pants pants> 
Totalee5,5I9 1,171 6,750 988 7,738 1,309 1,309  +7,738 
BUSI 1A 5. Sogtonree Us oo vo 8 374 4 378 - 378 152 4 +526 
Belgium-Luxembourg ...... 3 357 360 51 4i1 9 438 —18 
Denar kee crepe oele ce oe a: 134 6 141 31 i 32 6 +197 
IPrance meres tes oes 8c 1,362 ay) 1,417 174 1,592 344 5)3) +1,881 
Germany, westeiIn ...2..... 573 204 Tid - Weal 120 204 +693 
GTCECEtE Nee nae. ot ore awe Desi - poi - 251 180 - +431 
RCCLATIGIS eee Mies ote one Sie sas 4 4 8 yD, 10 - 4 +7 
TrelAan Gime cc eet. 15, 3 - 3 96 99 - —- +99 

ENA? ook eh) ey nee ae 593 78 671 67 738 1 78 +661 

etherlands (including Indo- 

TIESIA)) Hp seaae Me Sek acto. 229 25 Dp) 147 701 179 25) +855 
INOTWA Var csc knickers Myers 94 10 104 555) 139 131 10 +260 
POLED a err see eee eee ¢ 1 1 4 5) 14 7 +12 
DWedeiee kein: oGidmaiccdcle - 44 44 20 65 8 82 _ 
MICStC WP otha, acy os Al = oA = 21 1 = e2y 
MUSK eV prepuce les wears fey. ¢c 19 19 35 54 63 33 85 
United Kingdom .......... 1,578 364 1,942 325 2,267 7) 364 +1,978 
Winallocated gears pees ees 58 - 58 - 58 - - +58 


Source: United States Department of Commerce, Sur- 
vey of Current Business, November 1950. Data exclude 
shipments under Mutual Defense Assistance Program 
($71 million in the year ending 30 June 1950) and 
guarantees extended by the Economic Cooperation Ad- 
ministration to new private United States investments 
in participating countries ($22 million in the period 
April 1948 to June 1950). 


aT.ncluding $3.5 million extended by Iceland to Ger- 
many and $869,000 extended by Italy to Trieste outside 
the intra-European payments plan. 

bIncluding the following amounts in excess of con- 
ditional aid received: Belgium-Luxembourg, $81 million; 
Portugal, $6 million; Sweden, $37 million; Turkey, $14 
million; total, $138 million. 

¢ Under $500,000. 
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Table XIII. Operations of Export-Import Bank, 1946 to 1950 (Eight months) 
(In millions of United States dollars) 


Repayment Disbursements 
New loans of less repayment 
Year authorized Disbursements principal of principal 

D4 Gidtreber tac eaters ots ual etryeterepe is Sc P2N 1,037 40 997 
14 TRC ocate. TPA ee ora e. asel ores 614 825 96 729 
[SAS Meee ernie sete cose: Me ee 138 429 261 168 
(GAGE ee Pee) Meee ere BOAT 185 144 41 
DRED, ios. Qeeatbad eee ie onan toh eRe 505 138 99 39 


Source: Export-Import Bank of Washington, Tenth Semiannual Report to Congress, for January 
to June 1950, and supplementary data. 


8 Right months. 


CHRONOLOGY 
OF 
MAJOR ECONOMIC EVENTS 


SOURCES 


The following sources were employed in compiling the “Chronology”; as the list indicates, the pea 
tion has not always been obtained from international or inter-governmental organizations. The accounts © 
economic events contained in the pages which follow are summaries of the principal facts as given in these 
sources. 


International Monetary Fund, annual reports and 
press releases (Washington, D.C.) 


Keesing’s Publications, Ltd., Keesing’s Contempo- 
rary Archives (Bristol) 


New Times (Moscow) 


Royal Institute of International Affairs, Chronology 
of International Events and Documents (London) 


United Nations, Treaty Series 
World Peace Foundation, International Organization 


Bank for International Settlements, Press reviews 
(Basle, Switzerland) 


Economic Cooperation Administration, annual and 
periodic reports (Washington, D.C.) 


Export-Import Bank of Washington, annual reports 
(Washington, D.C.) 


Facts on File (New York) 


International Bank for Reconstruction and Devel- 


opment, annual reports (Washington, D.C.) (Boston) 
ABBREVIATIONS 
Bank International Bank for Reconstruction and Development 
ECA Economic Cooperation Administration 
ECAFE United Nations Economic Commission for Asia and the Far East 
ECE United Nations Economic Commission for Europe 
ECLA United Nations Economic Commission for Latin America 
EPU European Payments Union 
ERP European Recovery Program 


Export-Import Bank Export-Import Bank of Washington 


FAO Food and Agriculture Organization of the United Nations 

Fund International Monetary Fund 

GATT General Agreement on Tariffs and Trade 

ILO International Labour Organisation 

IRO International Refugee Organization 

OEEC Organisation for European Economic Co-operation 

SCAP Supreme Commander for the Allied Powers 

UNESCO United Nations Educational, Scientific and Cultural Organization 

UNICEF United Nations International Children’s Emergency Fund 

UNRRA United Nations Relief and Rehabilitation Administration 

UNSCCUR United Nations Scientific Conference on the Conservation and Utilization 
of Resources 

WHO 


World Health Organization 
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CHRONOLOGY OF MAJOR ECONOMIC EVENTS 


January 1949 to December 1950 


JANUARY 1949 


Poland. Rationing abolished; prices of many 
necessities reduced. 


Hungary-Israel. Trade agreement signed for 
£2 million; in return for Israeli scrap iron and 
other goods, Hungary to export finished arti- 
cles and foodstuffs. 


Poland-UK. Five-year trade and finance agree- 
ment signed for total of £260 million; Poland 
to exchange agricultural produce and timber 
for raw materials, including wool, rubber and 
crude oil, as well as manufactured goods and 
capital equipment; release of £500,000 in pre- 
war Polish assets to be followed by discussion 
of settlement concerning UK property na- 
tionalized by Poland (amounting to about 
£500,000 by end of 1950 and, from 1951 to 
1953, to about £4.7 million in Polish exports). 


Poland-USSR. Supplemental one-year trade 
agreement announced for exchange of 1,430 
million roubles of goods; USSR to ship cotton, 
iron ore, tractors and petroleum products and 
receive Polish coal, roliing-stock and textiles. 


Bulgaria-USSR. One-year commodity agree- 
ment signed providing for 20 per cent increase 
over 1948. 


Canada-UK. Agreement reached on terms of 
one-year wheat contract, effective 1 August. 


Spain. Peseta devalued to 25 from 16.4 to 
US dollar for tourists and Spaniards repatri- 
ating capital, and to 16.4 from 10.95 to US 
dollar for foreign investment capital. 


US. Inaugural address of President calling for 
“bold new program” for making benefits of 
scientific advances and industrial progress 
available for improvement and growth of 
under-developed areas; programme to operate 
through United Nations and specialized agen- 
cies wherever practicable. 


Canada-UK. Agreement announced by Can- 
ada to release remainder, $235 million, of 
$1,250 million UK loan, blocked since April 
1948: drawings to. resume immediately at 
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January 1949 (continued) 


$10 million rate monthly, subject to review, 
to finance Canadian exports to UK. 


France. Wages and prices stabilized by Gov- 
ernment as on 31 December; bread rationing 
ended, effective 1 February. 


France-Italy. Agreement concluded to form 
customs union within year and co-ordinate 
industries within six years. 


Romania-USSR. Trade agreement signed; 
1949 exchange to amount to 465 million rou- 
bles (2.5 times that of 1948); USSR to ex- 
port industrial and capital equipment, motor 
vehicles, metals, agricultural machinery, iron 
ore, coke and cotton and to render technical 
assistance in exchange for Romanian oil, tim- 
ber, locomotives, barges, chemicals and meat 
products. 


Belgium and Luxembourg-UK. Trade agree- 
ment announced; £20 million for first half of 
1949; limited resumption of UK tourist trade 
as on 1 May. 


Council for Mutual Economic Assistance 
formed by Bulgaria, Czechoslovakia, Hungary, 
Poland, Romania and USSR. (Albania joined 
22 February.) 


Finland-UK. Agreement concluded on in- 
creased exchange in 1949; 1948 trade an- 
nounced as considerably greater than 1947. 


ECA. Completion announced by ECA of 
three-way trade agreement by Austria, Hun- 
gary and US under ECA auspices: 


FEBRUARY 1949 


Ceylon-UK. Agreement reached on balances 
for 1949, sterling releases and proposed dollar 
expenditure. 


Italy-Yugoslavia. Agreement concluded on 
rectification of frontier, frontier traffic and free 
exchange of goods to value of £2 million be- 
tween border provinces. 


Italy-UK. Trade agreement for 1949 an- 
nounced, to increase trade in both directions. 
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February 1949 (continued) 


7 Finland-Germany, UK and US zones. Agree- 
ment concluded for delivery of machinery, 
electrical equipment and textiles in exchange 
for pulp, newsprint and chemicals. 


Germany, UK and US zones-Greece. Agree- 
ment concluded for £3.5 million trade; UK 
and US zones to export chemicals, coal, tex- 
tiles and manufactured goods for iron ore, 
magnesite and dried fruit. 


10 Belgium-Portugal. Trade agreement signed for 
£12.6 million. 


Czechoslovakia-USSR. Supplemental trade 
agreement announced to total value of £10 
million; USSR to exchange raw materials, in- 
cluding non-ferrous metals, iron ore and buna, 
for manufactured goods. 


FAO. Allocations under International Emer- 
gency Food Committee discontinued for fats 
and oils; rice, wheat and cocoa to remain 
controlled. 


11 India-USSR. Trade agreement for 1949 
signed; USSR to export wheat in exchange for 
Indian jute, tea and castor oil. 


13 Canada. Development programme of $90 mil- 
lion announced by British Columbia for rail- 
way and highway construction, hydro-electric 
expansion and irrigation. 


14 US. Lend-lease reported by President for 
period 11 March 1941 to 31 March 1948, 
totalling $50,205 million, of which major 
items were aircraft and supplies, $8,763 mil- 
lion, ships $7,519 million. 


15 Germany, UK and US zones-Italy. Agreement 
concluded for purchase of $4.5 million of 
fruit and vegetables and $6 million of jute. 


16 Germany, French, UK, and US zones. Unified 
customs administration agreed upon. 


Netherlands-Poland. One-year trade agree- 
ment concluded, to value of $22 million. 


17 Germany, UK and US zones-Norway. One- 
year agreement concluded, increasing trade; 
Germany to import $1.7 million of industrial 
oil, fish products and copper concentrates in 
exchange for $2.9 million of iron, steel 
products and chemicals. 


26 Netherlands-Norway. Trade agreement of 
1946 renewed to end of 1949; Norway to ex- 
port 25 million kroner of fish, fish products, 
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Chronology, February 1949 to March 1949 


February 1949 (continued) 


minerals and special steel in exchange for 
45 million kroner of Netherlands agricultural 
products, chemicals, textiles, lubricants and 
grease. 


US. Bill signed authorizing extension of export 
control law to 30 June 1951. 


France-Germany, UK and US zones. Trade 
agreement concluded; France to export $7.7 
million in agricultural products, in exchange 
for German copper, sulphate, agricultural tools 
and tractors. 


USSR. Retail price reductions of from 10 to 
30 per cent on consumer goods decreed, effec- 
tive 1 March. 


MARCH 1949 


Belgium and Luxembourg-Portugal. One-year 
payments agreement concluded, fixing cur- 
rency rates and mutual credits. 


Czechoslovakia-Yugoslavia. Trade agree- 
ment concluded for exchange of Yugoslav 
foodstuffs and raw materials for Czechoslovak 
manufactured goods. 


Netherlands-UK. One-year agreement con- 
cluded, increasing trade to total value of 
£120 million; Netherlands to export manu- 
factured goods, foodstuffs, livestock and 
£8 million in Indonesian raw materials; UK to 
export coal, tin plate, yarns and £13 million 
in manufactured goods to Indonesia. 


Romania. Distribution of land of large estates 
announced; holdings limited to 50 hectares. 


Czechoslovakia-Germany, USSR zone. Pro- 
tocol to trade agreement of 21 July 1948 


signed, increasing volume of trade by 
$25 million. 


Switzerland-UK. Trade and payments agree- 
ment concluded, extending 1946 agreement 
in amended form; 1949 trade to balance at 


1,500 million Swiss francs, against 1,400 
million in 1948. 


Germany, French, UK and US zones-UK. 
Trade agreement concluded for first half of 
1949; increasing exports to UK to £22 million, 
against £26 million for whole of 1948; UK to 


export £30 million, against £21 million for 
whole of 1948. 


Israel. Four-year plan announced to double 
present population of 900,000 and start 6,500 
new settlements at cost of $100 million. 


Chronology, March 1949 to April 1949 
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March 1949 (continued) 


Albania-Czechoslovakia. One-year trade agree- 
ment concluded for exchange of Albanian raw 
materials for Czechoslovak machinery and 
consumer goods. 


Greece-Norway. Trade agreement to 31 De- 
cember 1949 concluded; Norway to grant 
$2 million credit towards Greek purchase of 
$2.5 million of fish and oils, paper pulp, crude 
iron and chemicals, in exchange for tobacco, 
raisins and ores. 


Benelux. Agreement announced by Prime 
Ministers of Belgium, Netherlands and Lux- 
embourg to enter into provisional economic 
union on 1 July 1949 and full economic union 
a year later; ministerial committee to be estab- 
lished to supervise co-ordination of external 
trade and monetary policy. 


ECE. Fourteen-nation agreement on plans 
for modern network of highways announced. 


France-UK. Private UK bank credits of £10 
million to French firms for purchase of Brit- 
ish Commonwealth wool announced, available 
to 30 June 1950, repayable from export pro- 
ceeds of French manufactured woollen goods. 


United Nations Economic and Social Council. 
Eighth session held from 7 February at Lake 
Success. 


Germany. French, UK and US authorities an- 
nounced discontinuation of east mark as legal 
tender in western sectors of Berlin. 


North Korea-USSR. Ten-year economic pact 
announced. 


International Wheat Conference. International 
Wheat Agreement concluded in Washington, 
signed by 5 exporting countries and 36 import- 
ing countries, subject to ratification; agree- 
ment provides basic maximum and minimum 
wheat prices for guaranteed quantities for each 
of four years of agreement, commencing with 
1949/50 season. 


Germany, western zones-Yugoslavia. Trade 
agreement concluded for exchange of German 
machinery, chemicals, metal goods, coke and 
electrical equipment for Yugoslav agricultural 
products, timber and raw materials. 


France-Italy. Protocol signed, providing first 
steps for customs union; agreement reached 
on financial and commercial problems and on 
Italian workers’ wages in France. 


Germany, USSR zone-Poland. One-year trade 
agreement concluded for exchange of $152 
million of goods. 
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March 1949 (continued) 


30 Czechoslovakia-Norway. One-year trade agree- 
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ment to 28 February 1950 concluded; Nor- 
way to export 15 million Norwegian kroner 
of fish, acids, minerals, crude iron and ma- 
chinery in exchange for 645 million Czecho- 
slovak koruny of metals and machinery. 


UNRRA. Formal disbandment in Washing- 
ton of UNRRA, established 9 November 
1943. 


Egypt-UK. Financial agreement concluded; 
UK to release £12 million from blocked ac- 
count immediately and £18 million as needed; 
UK to sell, against sterling, £5 million in US 
dollars for hard currency purchases; UK to 
export to Egypt at least £47 million in goods 
during the year. 


APRIL 1949 


Argentina-UK. Andes agreement suspended 
by Argentina, pending negotiations for higher 
meat prices. 


Norway-Yugoslavia. Trade and payments 
agreement of 30 August 1946 renewed to 
30 August 1950; Norwegian cod liver oil, 
margarine and industrial products to be ex- 
changed for Yugoslav minerals, wood products 
and foodstuffs. 


Sweden-USSR. Trade protocol for 1949 
signed; Sweden to deliver ball bearings and 
high-grade steel in exchange for fertilizers, 
asbestos and lubricating oils. 


North Atlantic treaty. Mutual defence treaty 
signed, ad referendum, by foreign ministers 
of Belgium, Canada, Denmark, France, Ice- 
land, Italy, Luxembourg, Netherlands, Nor- 
way, Portugal, UK and US. 


IRO. Expenditure of $9 million approved for 
financing immigration to Israel. 


Bulgaria-Czechoslovakia. One-year agreement 
concluded, increasing trade by 30 per cent 
over 1948. 


Germany, western. Agreement concluded by 
France, UK and US: to merge occupation 
zones; to replace military with civilian control 
upon establishment of west German parlia- 
ment with specified powers; to retain 158 
plants originally scheduled for dismantling 
under October 1947 agreement; to maintain 
total annual steel capacity at 11.1 million tons; 
to permit resumption of wide range of manu- 
factures, except certain military and strategic 
items. 
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April 1949 (continued) 


Albania-USSR. Agreement concluded for 
1949 credit deliveries of equipment and 
material to Albania and protocol on mutual 
deliveries. 


Iceland-UK. Agreement concluded on fish 
landings by Icelandic trawlers in UK, 1 April 
to 31 August 1949; also arrangement for 
additional purchase by UK _ of substantial 
quantities of frozen fish and fish products. 


Greece-Italy. One-year trade agreement con- 
cluded; Italy to export $13.5 million of engi- 
neering and industrial products, textiles, 
chemicals and foodstuffs in return for $6.5 
million of Greek tobacco, raw hides and 
minerals. 


Portugal-UK. Payments agreement renewed 
for one year. 


Italy-Yugoslavia. Agreement concluded grant- 
ing Italy fishing rights in Yugoslav waters in 
return for annual payment of 750 million lire. 


Italy. Plan for distribution of land and pur- 
chase of land by small holders announced; 
cost to Government to include £44 million for 
purchase of land and £176 million for develop- 
ment. 


Japan. Japanese war losses announced by 
Economic Stabilization Board in Tokyo as 
$15,000 million. 


Germany, western zones-Switzerland. Trade 
agreements terminated by Switzerland effective 
30 April, pending settlement of German debts 
owed Switzerland. 


India-Pakistan. Agreement on banking signed. 


Belgium and Luxembourg-Bolivia. One-year 
payments agreement concluded. 


Australia-UK. Development scheme for in- 
creasing Australian meat production agreed 
upon informally; UK guarantee to buy all 
exportable surpluses for 15 years; plan to 
cost Australia £440 million. 


Czechoslovakia-Hungary. 
concluded. 


Export-Import Bank. Credit of $4 million 
for Liberia authorized for iron ore production. 


Trade agreement 


Germany, western. Ruhr authority formally 
set up under agreement signed by Belgium, 
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Chronology, April 1949 to May 1949 


April 1949 (continued) 


France, Luxembourg, Netherlands, UK and 
US for allocation of coke, coal and steel pro- 
duced in Ruhr and for protection against 
revival of war industries. 


India. Decision to remain within British Com- 
monwealth of Nations announced; India to 
retain all membership privileges, including 
preferential British tariff rates. 


Sweden-UK. Payments agreement for 1949 
concluded; each country to waive claim for 
repayment in gold should trade either way 
exceed £8 million. 


MAY 1949 


Council of Europe. Statute of Council and 
establishment of preparatory commission to 
make technical arrangements for first meeting 
agreed upon. 


USSR. Fourth rehabilitation and development 
loan of 20,000 million roubles, inaugurated 
3 May, oversubscribed by 3,800 million 
roubles. 


Czechoslovakia-Netherlands. Trade agree- 
ment to value of 100 million guilders con- 
cluded. 


Germany. USSR rail and highway restrictions 
against west Berlin ended, together with 
counter-restrictions against shipments of sup- 
plies from west Germany to USSR zone. 


Syria. Agreement with US-owned Trans- 
Arabian Pipeline Company for construction 
of Syrian link of 30-inch pipeline from Per- 
sian Gulf to Mediterranean approved by 
Cabinet. 


Argentina-Bulgaria. One-year $14 million 
trade agreement signed. 


United Nations General Assembly. Second 
part of third session, from 5 April, ended. 


Germany, western. Constitution of Federal 
Republic of Germany became effective. 


Argentina. New import restrictions issued; 50 
per cent cut from average 1947-48 imports 
from sterling, Belgian franc and Netherlands 
guilder areas, and from Brazil, Italy, Poland, 
Romania, Sweden, Switzerland and Yugo- 
slavia; 25 per cent cut from 1947-48 level of 
imports from US. 


Brazil-UK. Purchase of two remaining UK- 
owned railways in Brazil for $14 million, 


Chronology, May 1949 to July 1949 
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May 1949 (continued) 


payable from blocked 
agreed upon. 


sterling balances, 


ECE. Fourth session, held in Geneva from 
9 May, closed. 


Canada-Netherlands. Settlement of war-time 


debts agreed upon. 


Central African Transport Conference. Agree- 
ment concluded by Belgium, France, Portugal, 
UK and Union of South Africa not to alter 
port, transport or tariff arrangements without 
prior consultation with one another. 


JUNE 1949 


France-Spain. Trade agreement concluded for 
exchange of goods to value of 13,000 million 
francs each way. 


France-Switzerland. One-year trade agreement 
concluded. 


Germany, USSR _ zone-Poland. Agreement 
concluded for delivery of $30 million of 
machinery and equipment. 


Czechoslovakia. Trade relations with Yugo- 
slavia severed by Czechoslovakia. 


Belgium-Germany, western. One-year trade 
agreement concluded, effective 1 July, for 
exchange of £126 million of goods in each 
direction. 


Nigeria-UK. Three-year contract signed for 
supply of oil and oil-seeds to UK, effective 
1 January 1950. 


US. International Wheat Agreement ratified 
by US Senate. 


Italy-Poland. Three-year trade and clearing 
agreement concluded, providing for exchange 
of £12.5 million of goods each way in first 
year. 


Mexico. New par value of peso of 8.65 to 
US dollar agreed to by Fund. 


Hungary-Yugoslavia. Trade agreement of 
1947 terminated by Hungary. 


Sweden-UK. Agreement concluded increasing 
import quotas for UK goods by £5 million. 


India-Pakistan. One-year trade agreement 
concluded, providing-for exchange of Pakistan 
jute, cotton, hides and salt for coal, iron and 


steel. 
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June 1949 (continued) 


Argentina-UK. Five-year trade agreement con- 
cluded, providing for exchange of goods 
totalling £125 million each way in first year, 
beginning 1 July; Argentina to supply meat, 
foodstuffs and raw materials in exchange for 
coal, iron and steel, machinery, manufactured 
goods and oil. 


Germany, USSR _ zone-Netherlands. Agree- 
ment concluded for exchange of goods to- 
talling 5.3 million guilders. 


JULY 1949 


Egypt-Poland. Exchange of $40 million a year 
agreed upon; Polish coal, chemicals, textiles 
and agricultural products to be exchanged for 
Egyptian cotton. 


Germany, western-Poland. One-year trade 
agreement to value of $70 million concluded. 


Germany, western-UK. One-year trade agree- 
ment for exchange of $500 million concluded; 
Germany to export approximately $218 mil- 
lion and import $291 million from UK, as 
well as $27 million from British colonies and 
$40 million from other members of sterling 
area; two-year payments agreement and 
increase in credit margin from £1.5 million to 
£7.5 million. 


International Wheat Agreement. Entered into 
force. 


ILO. Thirty-second conference, from 7 June, 
ended. 


WHO. Second assembly, from 13 June, ended. 


Yugoslavia. Economy of Yugoslav occupa- 
tion area of Trieste incorporated into Yugo- 
slav economy. 


Czechoslovakia-Finland-Poland-USSR. Inter- 
locking trilateral one-year trade agreements to 
total value of $56.4 million concluded; prin- 
cipal commodities, Czechoslovak sugar and 
industrial products, Finnish timber, Polish coal 
and USSR food. 


Finland. Fourth post-war devaluation of 
markka, by 17.7 per cent, announced; new 
rate 160 to US dollar. 


Germany, western. Responsibility for reor- 
ganization of coal industry granted to Ger- 
mans, subject to approval of French, UK and 
US authorities. 


Poland. Trade relations 
severed by Poland. 


with Yugoslavia 
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July 1949 (continued) 


ECA. Principles of intra-European payments 
system for 1949-50, unanimously approved by 
Council of OEEC on 2 July, accepted by the 
Administrator. 


France-Ireland. Trade agreement increasing 
exchange of goods signed. 


USSR-UK. One-year agreement concluded, 
for exchange of UK non-military machinery 
for 950,000 tons of USSR grains. 


International Wheat Council. First session 
held in Washington, from 6 July; deadline for 
signatory nations to ratify International Wheat 
Agreement extended to 31 December 1949 
(ratified by 23 countries by 6 July 1949). 


Denmark-Spain. One-year trade agreement 
ending 1 July 1950 signed; total value of 
exchange of food, machinery and raw material 
items to reach about 150 million Danish 
kroner. 


Egypt-Yugoslavia. One-year trade agreement 
concluded for Egyptian deliveries of 11,500 
tons of cotton, salt and manganese in exchange 
for 100,000 tons of maize and timber. 


Export-Import Bank. Credit of $250,000 to 
Philippine firm authorized for hardwood 
lumber development. 


UK. Establishment of five regional corpora- 
tions covering 25 territories and progress on 
nine projects costing £3 million reported by 
Colonial Development Corporation. 


Austria-Poland. One-year trade agreement 
signed, to total value exceeding $40 million. 


Commonwealth Conference (from 13 July). 
Reduction in dollar imports for fiscal year 
1949-50 to 75 per cent of 1948 level an- 
nounced by finance ministers for certain Com- 
monwealth sterling area countries. 


UK. First post-war foreign governmental loan 
offered on London market: £1.25 million, 
4.5 per cent, Government of Iceland sterling 
registered stock, 1960 to 1969. 


Germany, USSR  zone-Sweden. One-year 
trade agreement to total value of 80 million 
Swedish kronor concluded; payment to be 
made in kronor. 


Germany, western-Ireland. Trade agreement 
concluded for exchange of $4.1 million of 
German chemicals and machinery for 
$3.2 million of Irish foodstuffs. 
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July 1949 (continued) 


France-Germany, western. One-year agree- 
ment concluded for French deliveries of $168 
million and German deliveries of $205 mil- 
lion; French deficit of $37 million to be added 
to outstanding accounts of $25 million. 


Austria-India. One-year trade agreement for 
exchange of £4.5 million of goods concluded. 


Czechoslovakia-Hungary. Agreement con- 
cluded on final reciprocal compensation and 
settlement of outstanding financial questions. 


France-Netherlands. Trade agreement to 30 
June 1950 to value of 64,000 million francs 
concluded. 


Bank. Loan of $15 million granted to Nether- 
lands private bank for industrial reconstruc- 
tion and modernization. 


Czechoslovakia-Denmark. Supplementary 
trade agreement concluded. 


Manchuria-USSR. One-year trade agreement 
concluded between Manchuria and USSR pro- 
viding for imports of USSR industrial equip- 
ment and motor vehicles in exchange for 
foodstuffs. 


AUGUST 1949 


Argentina-Czechoslovakia. Trade agreement 
concluded to 31 December 1951 for exchange 
of £7.25 million each way. 


Bank, Loan of $12.5 million for 15 years 
granted to Finland for equipment and ma- 
terials for wood products, electric power and 
limestone fertilizer industries. 


Southern Rhodesia-UK. Floating of loan not 
to exceed £15 million by Southern Rhodesia 
on London market agreed upon. 


Brazil-UK. Terms of 1949 trade agreed upon; 
UK to supply manufactured goods, machinery 
and consumer goods to value of £30.7 mil- 
lion; Brazil to export cotton, agricultural 
goods and feed to value of £33.3 million. 


Council of Europe. Statute of the Council of 
Europe entered into force. 


India-UK. Financial agreement to supplement 
that of 15 July 1948 concluded. af 


Ceylon-UK. Sterling balance agreement re- 
newed. 


Chronology, August 1949 to September 1949 
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August 1949 (continued) 


Italy-Yugoslavia. One-year trade agreement 
for exchange of goods valued at £25 million 
concluded; second agreement providing for 
Italian settlement of outstanding peace treaty 
debt for damage to Yugoslav property signed. 


Iran-Jordan. Treaty of friendship and collab- 
oration and agreement on commercial rela- 
tions concluded. 


Argentina-Norway. Five-year trade agreement 
signed; goods valued at. 80 million kroner to 
be exchanged in first year. 


Australia. Coal strike ended. 


GATT. Annecy conference (from 8 April) on 
terms of accession to GATT concluded after 
completion of bilateral negotiations among the 
twenty-three contracting parties and the ten 
acceding parties. 


United Nations Economic and Social Council. 
Ninth session held from 5 July at Geneva. 


Pakistan-UK. Agreement on sterling balances 
and hard currencies reached; sterling releases 
for year ending 30 June 1950 to amount to 
£12 million, plus additional £5 million to 
finance refugee resettlement. 


Poland-UK. Agreement reached on UK 
claims for outstanding debts and compensa- 
tion for nationalized property. 


Bank. Loan of $34 million granted to India 
for railway projects. 
US-Yugoslavia. Yugoslavia granted permis- 
sion by US Department of Commerce to buy 
$3 million steel mill. 


Bank. Loan of $5 million granted to Colom- 
bia for purchase of agricultural machinery. 


Bulgaria-Romania.” Electric power networks 
merged as project of Council for Mutual 
Economic Assistance. 


North Atlantic treaty. Came into force with 
deposit of French instrument of ratification, 
and signature by US President. 


Export-Import Bank. Credit of $1.2 million 
authorized for Chile for machinery and equip- 
ment for rayon plant. 


Greece-Italy. Reparations agreement con- 
cluded, providing payment by Italy of $105 
million in five yearly instalments by supplying 
agricultural and industrial products for which 
Greece would provide raw materials; Italian 
residents of Dodecanese to sell holdings within 
a year; large Italian holdings in islands to 
become property of Greek Government. 
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SEPTEMBER 1949 


Germany, western-Switzerland. One-year trade 
agreement to value of $65 million each way 
became effective. 


UK-USSR. Contract for supply by USSR of 
one million tons of grain entered into force; 
represents one-third increase over amount pro- 
vided in 1947 trade agreement. 


USSR-Yugoslavia. Danubian shipping and 
civil air lines agreements with USSR can- 
celled by Yugoslavia. 


France. Measure adopted providing for trans- 
ferability of capital invested after 31 August 
by persons and firms of countries which allow 
equally favourable transfers to the franc zone. 


UNSCCUR. Session (from 17 August), at 
Lake Success, concluded. 


Export-Import Bank. Credit of $20 million 
granted to Yugoslavia: $12 million for pur- 
chase of mining equipment and materials and 
$8 million for US materials, equipment and 
services. 


OEEC. Intra-European payments plan for 
1949-50 signed. 


Australia. Immigration since 1947 census 
announced at approximately 160,000. 


Belgium-UK. Credit in Belgian francs equiv- 
alent to $28 million opened for UK, repayable 
beginning July 1956 in 50 half-yearly instal- 
ments at 2.5 per cent interest. 


Germany, western-Netherlands. One-year trade 
agreement for $300 million concluded. 


Canada-UK-US. Washington — conference 
(from 7 September) on UK financial position 
agreed, inter alia: Canada to increase stock- 
piling of tin and rubber, US to review its stock- 
piling programme for these items and promote 
use of natural rubber; UK to be permitted to 
finance from its share of ECA funds a wider 
range of dollar expenditure both within and 
outside US including immediate use of $175 
million for purchase of Canadian wheat and 
$30 million for payment of US bunker fuel 
and port charges. 


India. New import restrictions announced. 


North Atlantic Council. Council formed under 
article 9 of North Atlantic treaty by foreign 
ministers of twelve member nations to carry 
out security provisions of treaty (see entry of 
4 April). 
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September 1949 (continued) 


18-23 Currency devaluation. UK announced de- 
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valuation of pound sterling 18 September, cut- 
ting official US dollar value by 30.5 per cent 
to $2.80. For subsequent devaluations of 
other currencies see International Monetary 
Fund, Annual Report, 30 April 1950, appen- 
dix I, pages 88 and 89. 


International Road Conference. Convention 
standardizing highway _ traffic regulations 
signed in Geneva by 20 nations. 


Argentina-UK. UK advised by Argentina of 
rise in meat prices above those fixed by trade 
agreement of 27 June, effective 1 July, because 
of devaluation of pound sterling. 


Germany, western. Military government in 
French, UK and US zones ended, formally 
superseded by Allied High Commission. 


Union of South Africa. Cut of 50 per cent in 
imports from US for six months ending 
30 June 1950 announced. 


US. Reciprocal Trade Agreements Act re- 
newed. 


Czechoslovakia-UK. Trade and finance agree- 
ments concluded: Czechoslovakia to repay 
£8 million over 10 years for UK property in 
Czechoslovakia; Czechoslovakia to pay £15 
million over five years for settlement of gov- 
ernment debt; UK to import essential Czecho- 
slovak goods to value of £4.8 million first 
year, £4.5 annually in four subsequent years 
and to export goods in easy supply to value 
of £1.5 million annually for five years. 


USSR-Yugoslavia. Treaty of 1945 of friend- 
ship and mutual assistance with Yugoslavia 
terminated by USSR. 


Bank. Additional $10 million loan granted to 
India for purchase of agricultural machinery 
for jungle clearance. 


Germany, western-Italy. Supplementary trade 
agreement to value of £9.6 million concluded. 


UK. Removal announced of import licensing 
restrictions on wide range of goods in accord- 
ance with OEEC recommendations. 


Burma. Rice exports to Japan and Pakistan 
suspended pending clarification of latter coun- 
tries’ decision not to devalue their currencies. 


Germany, western. UK-US airlift to Berli 
officially ended. ie 


Italy. Purchase announced of 127.2 tons of 
gold from US at $35 an ounce. 
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September 1949 (continued) 


Poland. Treaty of 1946 of friendship and 
mutual assistance with Yugoslavia terminated 
by Poland. 


OCTOBER 1949 


Bulgaria-Yugoslavia. Friendship treaty of 
1947 terminated by Bulgaria. 


China. Central People’s Government of 
People’s Republic of China inaugurated in 
Peking by formal proclamation. 


China-USSR. Diplomatic recognition ex- 
tended by USSR to new Central People’s 
Government of People’s Republic of China. 


Colombia. Liquidation of all foreign debt by 
payment of $236 million in 1949 announced. 


Czechoslovakia-Yugoslavia. Treaty of friend- 
ship and mutual assistance of 1947 with Yugo- 
slavia terminated by Czechoslovakia. 


Export-Import Bank. Credit of $25 million 
authorized for Chile for US materials, equip- 
ment and services. 


UNESCO. Fourth general conference (from 
19 September) ended in Paris, having voted 
$8 million programme for 1950. 


US. Foreign aid bill of $5,809 million for 15 
months ending 30 June 1950 signed; aid to 
be divided as follows: European Recovery 
Program $4,702 ($1,074 for quarter ending 
30 June 1949 and $3,628 for year ending 30 
June 1950); occupied areas $912 million; 
Greece and Turkey $45 million. Loans of 
$150 million to ERP countries also approved. 


US. Mutual Defense Assistance Act signed; 
$1,314 million in armaments to be sent to 12 
North Atlantic pact nations (see 4 April) by 
30 June 1950. ; 


Germany, eastern. German Democratic Re- 
public proclaimed in USSR zone. 


Germany. Trade agreement between eastern 
and western Germany to exchange $112.8 
million in goods concluded. 


GATT. Protocol for terms of accession opened 
for signature at Lake Success. Tariff reduction 


agreements adopted at Annecy trade con- 
ference. 


Germany, western. Permission to join OEEC 
granted by Allied High Conescon 


Germany, eastern-Hun ar 
cluded. gary. Trade pact con- 
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October 1949 (continued) 


Hungary. Oversubscription by 50.5 per cent 
of government five-year development loan, set 
at 500 million forints, announced. 


Australia. Hydro-electric project to cost £160 
million begun in New South Wales. 


Bank. Loan of $2.3 million granted to Finland 
for development of timber resources; similar 
loan of $2.7 million granted to Yugoslavia. 


Colombia-US. Reciprocal trade agreement, 
signed in September 1935, terminated by 
mutual consent. 


Finland-Germany, eastern. One-year $4 mil- 
lion trade pact concluded. 


Export-Import Bank. Credit of $2.75 million 
authorized for Chile for railway and construc- 
tion equipment. 


Ceylon. Restriction of non-essential dollar 
imports announced. 


Export-Import Bank. Credit of $3.8 million 
authorized for Brazilian shipping firm for 
purchase of ferries and converted LST (land- 
ing ship tank) vessels. 


US. Amendments to Fair Labor Standards 
Act of 1938, raising minimum wage of cov- 
ered workers from 40 cents to 75 cents an 
hour, signed. 


Iran-UK. Financial agreement renewed for 
additional year. 


UK. Interim reduction of government expendi- 
tures, by £250 million annually, approved, 
distributed as follows: capital expenditure 
cut by £140 million, more than £100 million 
on current account, including building £35 
million, education £5 million, food and agri- 
culture £43.6 million, health £10 million and 
defence £12.5 million. 


Export-Import Bank. Loan of $16 million 
granted to Bolivia for highway construction. 


France-Portugal. One-year trade agreement 
for exchange of 600 million escudos in goods 
in each direction concluded. 


NOVEMBER 1949 


Denmark-France. One-year trade agreement 
for exchange of 28,000 million francs of goods 
came into effect. 
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November 1949 (continued) 


Indonesia- Netherlands. Netherlands - Indo- 
nesian union established, Indonesia to assume 
sovereignty by 31 December. 


UK. Decision to increase price of export coal 
announced; home market not to be affected. 


Export-Import Bank. Credit of $4 million 
authorized for Saudi Arabia for cement plant 
construction. 


Netherlands-Y ugoslavia. One-year trade agree- 
ment concluded for exchange of £10.7 million 
in goods each way. 


Denmark. List of quota-free imports extended 
to total of 680 million kroner worth of goods 
during coming year, in accordance with OEEC 
policy. 


Sweden. OEEC proposal accepted to lift im- 
port restrictions on half of goods imported 
from ERP countries. 


Belgium-Switzerland. Trade restrictions on 
Belgian industrial products lifted by Switzer- 
land. 


Czechoslovakia. Nationalization since July of 
22,000 privately owned shops announced; 
nationalization programme to be completed 
by 1951, with 75 per cent of all goods proc- 
essed by nationalized shops. 


Iran-UK. Release to Iraq of £1 million 
monthly for scarce currency transactions 
agreed to by UK. 


Australia-UK. Grant from Australia of £8 mil- 
lion (US $22.4 million) received by UK, 
bringing total gifts during 3 years to US $100 
million. 

United Nations General Assembly. Resolu- 
tion 304 (IV) adopted approving expanded 
programme of technical assistance for eco- 


nomic development of under-developed 
countries. 
Italy-Norway. Trade agreement ending 30 


June 1950 signed; total value of exchanges to 
reach 120 million Norwegian kroner; Italian 
exports to include chemical products, ball 
bearings and machine tools; Norway to export 
principally fish, fish oil and paper. 


Japan-UK. Trade agreement for exchange of 
$360.4 million in goods concluded. 


Export-Import Bank. Credits of $21 million 
to Afghanistan authorized for dam, canal and 
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November 1949 (continued) 


irrigation works; $5.15 million to Venezuela 
for electric power equipment. 


Germany, western-France, UK, US. Reduc- 
tion of about 200,000 tons of equipment 
announced in programme of dismantling 
German industry for reparations; agreement 
concluded to re-establish consular and com- 
mercial relations and to permit German 
construction of freighters and small boats. 


OEEC. Standardization of customs require- 
ments for tourists by all member countries 
announced. 


DECEMBER 1949 


Argentina-Japan. Trade agreement to value 
of £14.2 million concluded. 


Inter-Allied Reparations Agency. Shipments 
of dismantled German plants to USSR dis- 
continued on grounds that USSR had not 
fulfilled agreement to pay 15 per cent of its 
shares in such plants with food for western 
Germany. 


Argentina. Earmarking of $27 million annu- 
ally for imports of agricultural machinery 
announced, 


FAO. Fifth Conference (from 21 November) 
ended. 


Philippines. Comprehensive foreign exchange 
controls instituted. 


United Nations General Assembly. Fourth 
regular session (from 20 September) ended. 


UK. Aid to Europe since 1945 announced as 
£1,498 million in gifts, loans, drawings on 
blocked sterling balances and oversea invest- 
ments; aid received totalled £1,538 million. 


Bank. Loan of $12.5 million granted to El 
Salvador for electric power development. 


Export-Import Bank. Credit of $7 million 
authorized for Ecuador: $3.75 million for 
US machinery, equipment and services, $1.5 
million for highway maintenance, $1.5 mil- 
lion for railway equipment and $0.25 million 
for mechanization of rice production. 


Sweden-UK. One-year trade agreement to 
value of $395 million concluded. 


Chronology, November 1949 to December 1949 


15 


it 


18 
19 


23 


26 


27 


28 


29 


December 1949 (continued) 


Germany, Federal Republic of. ERP debts 
of Allied military governments, amounting 
to 697 million deutsche marks (about 
$165.9 million) and assets of 933 million 
deutsche marks assumed by Government. 


UK. Further lifting of import restrictions in 
trade with other OEEC countries announced, 
effective 5 January 1950; relaxations to extend 
to 68 per cent of 1948 totals for raw mate- 
rials, over 50 per cent for manufactured 
goods and animal feed. 


Czechoslovakia-Denmark. One-year trade and 
payments agreements signed, retroactive to 1 
December; Czechoslovakia to import over 5 
million Danish kroner in fats, fish, chemical 
products and export over 400 million Czecho- 
slovak korunas in paper, glass, kaolin, porce- 
lain, laminated products and machinery. 


Iraq-UK. Loan of £3 million to Iraq for rail- 
way announced. 


Canada-UK-US. Standardization of military 
training and arms manufacture agreed upon. 


Berlin, western. Revaluation of pre-occupa- 
tion bank accounts, dormant since bank clos- 
ing of May 1945, authorized by western 
commands; conversion to benefit western 


sectors by estimated 250 million deutsche 
marks. 


UK-Yugoslavia. Five-year trade agreement 
signed for exchange of total of £110 million 
each way; UK to export wool, chemicals, 
rubber and machinery in exchange for Yugo- 
slav timber, non-ferrous metals and maize; 
UK to extend £8 million credit repayable over 
six years; agreement reached to provide pay- 
ment by Yugoslavia for nationalized UK prop- 
erty of £506,000 a year for eight years. 


Indonesia-Netherlands. Sovereignty of Indo- 


nesia transferred from Netherlands to United 
States of Indonesia. 


Japan. Return of import trade to private con- 
trol, effective 1 January, announced by SCAP, 
which also released $24 million from counter- 


Set funds to help rebuild Japanese merchant 
eet. 


ECA. Korea granted 


$6.5 million for power 
plant construction. 


Israel. Ten-year plan launched to establish 


forests in 20 per cent of northern half of 
country. 
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December 1949 (continued) 


Romania. Economic plan for 1950, calling 
for 37 per cent increase in industrial produc- 
tion and $1,000 million in industrial expan- 
sion, approved by Parliament. 


Czechoslovakia-Pakistan. One-year trade 
agreement to value of 1,000 million korunas 
(US $19.6 million) announced; Czechoslo- 
vakia to export vehicles, manufactured goods 
and chemicals in exchange for Pakistan jute 
and cotton. 


ERP. Elimination of restrictions by OEEC 
countries on imports from one another an- 
nounced as covering, on basis of 1948 im- 
ports, 77 per cent of raw materials, 53 per 
cent of agricultural and food products and 
11 per cent of finished goods. 


ECA. Total procurement authorized from be- 
ginning of programme, 3 April 1948 to 31 
December 1949, reported at $8,290.9 million, 
total paid shipments at $6,151.3 million to 
the following countries (in millions of US 
dollars): Austria 300.2, Belgium-Luxem- 
bourg 309.1, Denmark 142.8, France, 1,296.5, 
Germany (Federal Republic) 600.5, Greece 
184, Italy 577.4, Netherlands 486.8, UK 
1,821.8, other European countries 255.3, 
China 178.6 and Korea 71.3. 


JANUARY 1950 


Pakistan-Poland. Agreement concluded to 
supply 85,000 tons of Polish coal per month 
for indefinite period to Pakistan. 


Turkey-Yugoslavia. Trade and payments 
agreement concluded; also terms of compen- 
sation agreed upon for Turkish property na- 
tionalized in Yugoslavia. 


Uruguay-Yugoslavia. Trade agreement con- 
cluded. 


Czechoslovakia-Germany, eastern. Trade 
agreement concluded, providing for 50 per 
cent increase over 1949 volume of $44 million. 


China. Value of new yuan notes issued by 
People’s Bank announced as 23,000 to US 
dollar and 64,400 to pound sterling. 


Argentina-Spain. Revision of agreement an- 
nounced by Argentina: promised credits to 
Spain not to be available for 1950-51; further 
wheat deliveries to require immediate coun- 
ter-deliveries in coal, iron, olive oil or US 
dollars. 
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January 1950 (continued) 


British Honduras-UK. £250,000 granted by 
UK for road building. 


Argentina-Yugoslavia. Trade agreement to 
value of $44.7 million concluded. 


Poland-USSR. One-year trade agreement con- 
cluded, increasing exchanges 34 per cent, by 
value, over 1949, 


Korea-US. Supplies to value of $10 million 
received by Republic of Korea under mili- 
tary assistance programme. 


UNICEF. Milk-processing plant construction 
programme of $4 million for eight European 
countries announced. 


North Atlantic treaty. Bilateral agreements 
for mutual defence assistance to value of 
$1,000 million signed between US and seven 
other parties to North Atlantic treaty. 


Union of South Africa-UK. Arrangements 
concluded for payment in gold for imports 
of essential sterling area goods to Union of 
South Africa. 


OEEC. Four-way financial agreement signed 
in principle among Denmark, Norway, Swe- 
den and UK, providing for current payments 
without restriction, relaxation of restrictions 
on tourist allowances and concessions on 
blocked balances and other blocked assets. 


FEBRUARY 1950 


Czechoslovakia-Sweden. One-year trade agree- 
ment for Swedish exports of 119 million 
kronor and Czechoslovak deliveries of 135 
million kronor became effective, the surplus 
of 16 million kronor from Czechoslovakia to 
cover freight, commissions and indemnifica- 
tion claims. 


Denmark-Sweden. One-year trade agreement 
concluded, increasing Danish imports by 250 
million kronor and Swedish imports by 50 
million to 200 million kronor. 


OEEC. Proposals approved for removal of 
60 per cent, and at a later date 75 per cent, 
of import restrictions between member coun- 
tries, subject to formation of a European 
payments union. 


Export-Import Bank. Credit of $100 million 
to Indonesia authorized for industrial mate- 
rial and reconstruction equipment. 
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February 1950 (continued) 


8 Saudi Arabia-Syria. One-year trade agree- 
ment signed. 


10 Israel-UK. Financial agreement concluded 
for 1950, for release of £3 million from 
Israel’s blocked sterling balances for general 
payments, £4 million as working balance and 
a monthly maximum of £435,000 for oil 
imports until reopening of Haifa refinery. 


Switzerland-Union of South Africa. Credit of 
36 million Swiss francs announced from Swiss 
banking group to Union of South Africa for 
purchases in Switzerland. 


14 China-USSR. Thirty-year friendship and mu- 
tual assistance treaty concluded by Central 
People’s Government of People’s Republic of 
China and USSR. 


US. Bill authorizing economic aid to Korea 
of $60 million, and withdrawals from $103 
million China aid fund signed by President. 


15 Czechoslovakia. All banks, except Invest- 
ment Bank, amalgamated into single govern- 
ment bank. 


ECA. $10 million allocated to Italy to finance 
increased emigration to Latin America. 


Arab  States-Israel. Agreement negotiated 
through United Nations Palestine Conciliation 
Commission for limited release of blocked 
Arab accounts. 


16 Finland. Markka devalued from 30.19 to 
43.58 in relation to USSR rouble and from 
160 to 231 in relation to currencies of Bul- 
garia, eastern Germany, Hungary, Poland, 
Romania and Yugoslavia. 


17 Romania-USSR. One-year trade agreement 
concluded, increasing value of exchanges 30 
per cent over 1949. 


18 Bulgaria-USSR. One-year agreement con- 
cluded, increasing trade 20 per cent over 
1949. 


Italy-Portugal. Trade agreement concluded to 
value of $16 million. 


22 Czechoslovakia-USSR. One-year trade agree- 
ment concluded. 


23 Greece-Spain. Trade resumed; agreement on 
trade items to value of $2 million each way; 
settlement agreed upon for claims pending 
since Spanish civil war. 
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February 1950 (continued) 


US. Assets held in US by citizens of Bul- 
garia, Hungary and Romania frozen because 
of delay in settling US claims. 


USSR. Rouble revalued: 0.222168 grammes 
of gold, four roubles to US dollar instead of 
previous 5.3; price reductions of 15 to 35 
per cent decreed on certain goods. 


MARCH 1950 


Australia. Five-year development plan of 
£A1,000 million announced, financed by pri- 
vate and public investment and oversea in- 
vestment. 


Export-Import Bank. Second credit of $20 
million authorized for Yugoslavia, to be used 
for US materials, equipment and _ services 
(see 7 September 1949). 


France-Saar. Agreements signed, pending 
German peace treaty, on autonomy of Saar 
in domestic affairs; on French control of Saar 
coal mines (for 50 years), customs and foreign 
relations; and on economic union. 


Hungary-USSR. Trade agreement signed, in- 
creasing trade 20 per cent. 


US. Nine months of strikes and shortened 
work weeks in coal industry ended with con- 
tract to 1 July 1952 covering wages and 
welfare and retirement fund. 


Caribbean Commission. Agreement concluded 
by France, Netherlands, UK and US to raise 
living standards in territorial possessions by 
improved transportation, reduction of trade 
barriers, promotion of tourism and integrated 
hurricane-warning systems. 


United Nations Economic and Social Coun- 


cil. Tenth session held from 7 Feb 
Lake Success. ert 


Export-Import Bank. Total 1949 credits an- 
nounced of $241 million for economic devel- 
opment throughout world. 


France-Italy, Agreement signed on unification 
of postal systems and reduction of restrictions 


ph islecommmrnications, and on road and air 
ravel. 


Chile. Foreign exchange allocation for 1950 


imports reduced by $71.25 milli 
ulin! y $71.25 million, to $273.55 


10 


12 


14 


15 


| 


20 


PM | 


24 


26 


og | 


28 


Chronology, March 1950 to April 1950 
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March 1950 (continued) 


Germany, western-France, UK and US. Oc- 
cupation costs for fiscal 1950-51 fixed at $962 
million. 

Turkey. Industrial development bank formed 
by Government and private banks to co- 
operate with International Bank for Recon- 
struction and Development in expansion of 
industry. 


Poland. Withdrew from International Mone- 
tary Fund. 


Finland-UK. One-year trade agreement con- 
cluded, increasing Finnish timber exports, 
raising UK exports to £38.5 million. 


International Wheat Agreement. Application 
of western Germany for accession approved. 


Ireland. Decision announced to abolish im- 
port restrictions on 60 per cent of goods from 
other OEEC countries. 


Indonesia. Currency reform and introduction 
of multiple exchange rate structure announced. 


Czechoslovakia-Israel. One-year trade agree- 
ment signed: Israel to purchase $9 million 
of manufactured goods; Czechoslovakia to 
purchase $3 million of citrus and chemical 
products. 


Iceland. Krona devalued by 42.3 per cent to 
6.14 US cents. 


Burma-Japan. Trade agreement of $49 mil- 
lion concluded. 


Indonesia-Poland. One-year trade agreement 
to value of $13 million concluded by Poland 
and Netherlands-Indonesia. 


Spain. Loan of $20 million received from 
private US bank. 


Lebanon. Imports from Syria banned; fron- 
tier closed. 


Mexico. Investment of foreign capital in new 
international shipping companies authorized 
up to 100 per cent (previously 49 per cent). 


China-USSR. Thirty-year agreement signed 
by Central People’s Government of People’s 
Republic of China and USSR: provides for 
establishment of joint companies to exploit oil 
and non-ferrous metal resources of Sinkiang 
province. 


ECA. $78.5 million released to western Ber- 
lin to launch public works and combat un- 
employment. 
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March 1950 (continued) 


Israel-UK. Final agreement reached on finan- 
cial issues arising from Palestine Mandate: 
Israel to settle balance of claims in favour of 
UK by £1,118,000 in cash and by £2,598,400 
funded over 15 years at one per cent interest. 


APRIL 1950 


Denmark-Norway. One-year trade agreement 
became effective, for Danish deliveries of 130 
million and Norwegian deliveries of 190 mil- 
lion Danish kroner. 


Finland-Sweden. One-year trade agreement 
to value of 128 million kronor became effec- 
tive. 


Indonesia-Netherlands. Agreement reached on 
terms of Netherlands loan of 200 million 
Dutch guilders, redeemable in 11.5 years, to 
cover Indonesian deficit in payments to 
Netherlands. 


Germany, western-Spain. One-year trade 
agreement concluded to provide German ex- 
ports of $47 million and Spanish exports of 
$42 million. 


Union of South Africa. Government an- 
nouncement that all diamond exports must 
be paid for in US dollars, except exports to 
UK. 


Paraguay-UK. Three-year trade and pay- 
ments agreement concluded. 


Japan-Sweden. One-year trade agreement to 
value of $18.4 million concluded. 


Austria-Israel. Trade and payments agree- 
ment concluded. 


Germany, western-Italy. Supplementary trade 
agreement to value of $20 million concluded. 


Spain-Sweden. Agreement concluded for ex- 
change of goods to value of 30 million kronor 
in each direction. 


Switzerland-Yugoslavia. Trade agreement 
concluded for exchange of goods to value of 
40 million Swiss francs in each direction. 


Argentina-A ustralia. First trade agreement, to 
run through June 1951, concluded to value of 
£1 million. 


Germany, eastern-USSR. Trade agreement 
concluded for 35 per cent increase over 1949. 
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April 1950 (continued) 


Brazil-Italy. Trade agreement concluded for 
exchange of goods to value of $50 million in 
each direction. 


Chile. Import duties on food and essential 
raw materials reduced; restrictions on foreign 
investments eased. 


Argentina. Ofier by Government to farmers 
of increase in grain prices of 20 per cent or 
more over 1949; 25 per cent increase in 
wheat acreage and 50 per cent increase in 
corn acreage requested. 


Bank. Loan to India of $18.5 million an- 
nounced to help carry out $53 million electric 
power project. 


Germany, western-Yugoslavia. One-year trade 
agreement concluded for Yugoslavia exports 
of $65.7 million, German deliveries of $61.2 
million and reciprocal credit margin of $7.5 
million. 


Export-Import Bank. Two credits to Mexico 
totalling $1.25 million authorized to finance 
purchase of shrimp vessels by two private 
Mexican enterprises. 


Argentina-Israel. Trade agreement signed: 
$10 million credit to Israel. 


India-Pakistan. Trade agreement reached; set- 
tlements to be made in Indian rupees. 


Japan-Philippines. Agreement concluded for 
exchange of $50 million in goods. 


Pakistan. Agreement to continue, at UK re- 
quest, for a year; 25 per cent cut in dollar 
expenditure. 


Bolivia. Value of boliviano reduced by 29.9 
per cent, from 42 to 60 bolivianos to US dollar. 
Jordan. Annexation of its occupied areas in 
central Palestine voted by Parliament. 


Bank. Loan of $26 million granted to Mexico 
for electric power development. 


MAY 1950 


Sweden-Switzerland. One-year trade agree- 
ment to value of £5 million concluded. 


New Zealand. End of food rationing and re- 
duction of food subsidies announced; esti- 
mated to save £12 million in a year. 


Union of South Africa. Reserved right to sell 
gold at premium prices to individuals and 
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Chronology, April 1950 to May 1950 


May 1950 (continued) 


to governments not members of the Interna- 
tional Monetary Fund despite contrary ruling 
by Fund. 


Czechoslovakia-France. One-year trade agree- 
ment announced for $24.3 million in French 
goods and $27.7 million in Czechoslovak 
goods. 


Burma. Two-year loan of £6 million received 
from Commonwealth countries as follows: 
from Australia £500,000; Ceylon £250,000; 
India £1 million; Pakistan £500,000; UK 
£3.75 million. 


France. Schuman Plan proposed: French and 
west German coal and steel production to be 
placed under single authority within an or- 
ganization open to other European countries. 


Greece-Yugoslavia. Agreement announced on 
plan to restore normal relations. 


USSR. Subscriptions closed to 20,000 mil- 
lion rouble lottery with oversubscription of 
7,000 million roubles. 


Argentina-Hungary. Supplementary trade 
agreement concluded, increasing exchange of 
goods to $74.8 million in each direction. 


Bank. Loan of $10 million granted to Iraq. 


Germany, western. Restrictions on construc- 
tion of cargo ships and small craft further 
eased by High Commission. 


Austria-Brazil. First trade agreement con- 


cluded for exchanges up to $8 million in each 
direction. 


Germany, eastern-USSR. Agreement by USSR 
to forgo half of reparations outstanding: total 
of $3,171 million still to be delivered; $3,658 
million previously paid out of $10,000 million 
claimed; remainder to be paid from current 
production from 1951 to 1965. 


Egypt. Plan announced to lower cost of living 
through sale of foodstuffs in co-operatives at 


cost or less; initial government subsid 
£E500,000. Sk 


Export-Import Bank. Credit of $125 million 
granted to Argentine banks. 


pha See plan approved for economic 
nd social development in 1950-54 
£427.5 million. trae 


UK. Food rationing ended with exception of 
tea, meat, butter, margarine and cooking fat. 


Chronology, May 1950 to June 1950 
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May 1950 (continued) 


Export-Import Bank. Credit of $2 million 
authorized to aid Brazilian firm in construc- 
tion of $4.5 million cement plant. 


Bank. Announcement of action by additional 
countries to make their currencies available 
for Bank’s lending operations: El Salvador, 
Honduras, Italy, Mexico, Netherlands and 
Paraguay. 


ECE. Allocation of coal and coke among 
importing countries by Coal Committee 
dropped to encourage competitive sales at 
lower prices. 


Poland. Decision announced to reduce repara- 
tions from eastern Germany, extending pay- 
ments over 15-year period. 


WHO. Third Assembly (from 8 May) ended. 


Bank. Loan of $15 million granted to Bra- 
zilian firm for hydro-electric power develop- 
ment. 


JUNE 1950 


Finland-France. One-year trade agreement to 
value of £14 million signed. 


Hungary -Indonesia-Netherlands. One-year 
trade agreement renewed for exchanges of 40 
million guilders in each direction. 


Ireland. Railroad, trucking and canal shipping 
systems nationalized. 


Netherlands-Spain. One-year trade agreement 
concluded for exchanges totalling 75 million 
guilders. 


Iran. Loan of £6 million, interest-free, re- 
ceived by Government from Anglo-Iranian Oil 
Company. 


US. Foreign economic aid authorization of 
$3,121.5 million signed by President, allocated 
as follows: $2,700 million for ERP funds in 
addition to $150 million carryover, $100 
million for Republic of Korea, $94 million 
for China area, $35 million for technical as- 
sistance, of which $25 million would be new 
funds, $27.4 million for Arab refugees, $15 
million for UNICEF. 


Czechoslovakia-France. Agreement signed on 
compensation for “nationalized property of 
French joint stock companies. 
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June 1950 (continued) 


Germany, eastern-Poland. Agreements 
reached, including provision for 60 per cent 
trade increase, Polish credit grant and nego- 
tiation of long-term agreement for trade ex- 
tension. 


Austria-Poland. US approved exchange by 
Austria of $2.1 million of surplus US cotton 
for Polish coal. 


Finland-USSR. Five-year trade agreement 
concluded to value of $320 million in addi- 
tion to trade of $30 million in second half of 
1950. 


Germany, western. One-year trade agreements 

announced (in millions of US dollars in each 

direction): Argentina, 123; Brazil, 115; Chile, 

11; Colombia, 20; Ecuador, 6; Paraguay, 5; 

Hee 12; 18-month agreement with Uruguay, 
D: 


Bank. Loan of $12.8 million granted to Iraq 
to help finance Tigris River flood control 
system. 


Germany, western. Reopened by High Com- 
mission for foreign capital investments. 


US. Displaced Persons Act signed by Pres- 
ident, extending Act of 1948 to 30 June 
1951; admissions increased from 205,000 to 
341,000; restrictions pertaining to origin of 
displaced persons and date of acquiring status 
as “displaced person” liberalized. 


China-Czechoslovakia. Trade agreement con- 
cluded between Central People’s Government 
of People’s Republic of China and Czecho- 
slovakia. 


Bulgaria-Germany, eastern. Agreement for 
quintupling of 1949 trade concluded. 


Export-Import Bank. Credit of $8.8 million 
authorized to privately owned Brazilian rail- 
way for equipment. 


Germany, eastern-Romania. Financial and 
cultural agreements concluded. 


Germany, eastern-Hungary. Trade and finan- 
cial agreements concluded. 
Korea. Invasion of Republic of Korea by 
forces from North Korea. 


United Nations Security Council. Resolution 
adopted terming attack by North Korean 
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June 1950 (continued) 


forces a breach of peace; calling for imme- 
diate cessation of hostilities and withdrawal 
of North Korean forces to thirty-eighth paral- 
lel; requesting United Nations Commission 
on Korea to send Council its recommendations 
and to observe withdrawal of North Korean 
forces; calling upon all Members to render 
every assistance to United Nations forces and 
to refrain from assisting North Korea. 


Germany, western-Portugal. Agreement con- 
cluded for exchange of goods to value of 
$30 million in each direction. 


Export-Import Bank. Credit of $2.2 million 
to Colombia authorized for construction of 
grain treatment and storage plants. 


Poland-USSR. Increase in trade under ten- 
year agreement of 1948 provided for: 400 


million rouble credit granted by USSR; trade 


during 1951 and 1952 to be increased by 35 
per cent; USSR exports of capital goods to 
increase until they constitute 40 per cent of 
shipments to Poland. 


JULY 1950 


Denmark-Finland. One-year trade agreement 
became effective for 180 million Danish 
kroner of exports by Finland and for Danish 
deliveries worth 150 million kroner. 


Finland-Indonesia-Netherlands. Three-way 
trade agreement concluded; excess of Indo- 
nesian deliveries to Finland to be paid for via 
Finnish-Netherlands clearing. 


Germany, western-Italy. One-year agreement 
became effective increasing trade by 30 per 
cent to $140 million in each direction: Italian 
agricultural products and textiles to be ex- 
changed for German machinery, steel and 
industrial articles; payments to be in German, 
Italian or other currency instead of US dollars 
as hitherto. 


Hungary-Switzerland. One-year trade and 
payments agreement concluded for exchange 
of Hungarian agricultural products for Swiss 
machinery, cattle and textiles to value of 
45 to 50 million Swiss francs in each direc- 
tion; also for settlement of Swiss claims to 
property nationalized in Hungary. 


Jordan. Re-entered sterling area, issuing new 


currency, the dinar, equal to one pound 
sterling. 


United Nations. Beginning of expanded pro- 
gramme of technical assistance for economic 
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Chronology, June 1950 to July 1950 


July 1950 (continued) 


development of under-developed countries, 
first financial period 1 July 1950-31 Decem- 
ber 19515 


Indonesia-Japan. Trade and financial agree- 
ment amounting to $74.4 million concluded. 


Argentina-Brazil. One-year trade agreement 
signed, for exchange of goods totalling 2,850 
million cruzeiros. 


Italy-Pakistan. First trade agreement con- 
cluded, for exchange of goods to value of 
£27 million. 


Germany, western-India. Trade agreement 
concluded for exchange of $26.4 million of 
goods in each direction. 


Mexico-UK. One-year trade agreement con- 
cluded. 


Germany, western-Poland. One-year trade 
agreement concluded for exchange of $32.6 
million of goods in each direction. 


Germany, western-UK. £2.4 million to be 
made available by UK to Bonn Government 
under terms of final settlement of financial 
questions arising from bizonal fusion. 


USSR-US. Payment of $5 million made by 
USSR to US on post-war lend-lease obliga- 
tion; war-time lend-lease balance of $11,298 
million not affected. 


Bank. Two loans totalling $16.4 million re- 


ceived by Turkey for seaport and grain storage 
projects. 


OEEC. Scheme for European Payments Union 
approved by OEEC Council; financial com- 
mitments undertaken for two-year period, 
US to provide from $275 to $400 million 
from ERP funds as initial working capital. 


Israel-Turkey. Trade agreement concluded, 
providing unrestricted exchange of goods on 


a clearing basis with $840,000 margin each 
way for excess sales. 


Germany, western-Ireland. One-year trade 
agreement signed, providing for German im- 


ports of £1.9 million and Irish i 
DOL nd Irish imports of 


France-UK. Agreement announced on utili- 
zation of France’s sterling holdings in ac- 


cordance with European Payments Union 
decisions. 


Chronology, July 1950 to August 1950 
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July 1950 (continued) 


Germany, western. Adoption by International 
Ruhr Authority of reduction by 20 per cent 
of differential between export and domestic 
coal prices. 


Austria-Pakistan. £4 million trade agreement 
announced for exchange of Pakistan wheat, 
cotton and jute for Austrian textiles, pig-iron, 
metal goods and machinery. 


ECA. Expenditure of $1 million authorized 
in technical assistance programme to be ad- 
ministered by ILO in order to facilitate emi- 
gration from over-populated countries of 
western Europe. 


Afghanistan-USSR. Four-year trade agree- 
ment concluded. 


Greece-Italy. Trade agreement renewed for 
one year. 


Argentina. Restrictions on essential imports, 
in effect since 1948, relaxed. 


Export-Import Bank. Loan of $25 million 
granted to Brazil for steel mill, and $15 mil- 
lion to Saudi Arabia for transportation and 
agricultural development. 


Germany, eastern-USSR. Supplementary trade 
agreement signed, providing for extra USSR 
food deliveries. 


Netherlands. Loan of 200 million guilders 
granted to Indonesia for general purposes; 
credit of 80 million guilders granted for con- 
solidation of debt recognized by Indonesia in 
1949. 


US. Second-year arms aid authorization bill 
for $1,222 million signed: $1,000 million to 
nations of the North Atlantic alliance; $131.5 
million to Greece, Iran and Turkey; $75 mil- 
lion for general area of China; $16 million 
for Korea and the Philippines. 


Finland. Price control restored on consumer 
goods and services. 


India-Nepal. Trade treaty concluded. 


New Zealand. Import controls lifted on goods 
from soft currency countries to value of 
£NZ45 million annually. 


AUGUST 1950 


Czechoslovakia-Indonesia and Netherlands. 
One-year trade agreement concluded for ex- 
change of goods to the value of 90 million 
guilders in each direction. 


1 


| 


Dd 


22 


229 


August 1950 (continued) 


France-Mexico, One-year trade and payments 
agreement announced to value of $35 million 
in each direction; exchanges to be made in 
French francs and Mexican pesos instead of 
US dollars. 


Spain. Foreign exchange system revised to 
encourage US tourism. 


Argentina-Switzerland. Trade agreement con- 
cluded for exchange of Argentine goods to 
the amount of 115.8 million Swiss francs for 
Swiss goods in the amount of 120 million 
Swiss francs. 


Export-Import Bank. $20.8 million loan 
granted to Peru for zinc refinery. 


Philippines. Quota of profits foreign coun- 
tries may send out of Philippines trebled, as 
incentive to foreign capital investment. 


Mexico. Final repayment of $15 million to 
US on 1949 loan of $50 million for stabilizing 
peso. 


Pakistan-UK. Financial agreement concluded 
for release of £15 million from Pakistan’s 
blocked balances during year ending 30 June 
1951. 


US. Loan of $120 million granted to Cuba. 


Chile-Spain. Three-year trade and payments 
agreement signed. 


Export-Import Bank. Loan of $15 million 
granted to Yugoslavia. 


Bolivia. Control assumed by Government of 
all exports to increase foreign exchange hold- 
ings and essential imports. 


Export-Import Bank. Loan of $1.8 million 
granted to Chile for road-building equipment. 


France. Loans totalling $225 million from 
US banks announced. 


Brazil-Germany, western. Trade agreement 
concluded for exchange of goods to the value 
of $115 million in each direction. 


Bank. Loan of $100 million granted to 
Australia. 


Sweden-Yugoslavia. Trade agreement to 30 
June 1951 concluded for Yugoslav deliveries 
of 45 million kronor of corn, timber, metals 
and Swedish deliveries of 22 million kronor of 
synthetic wool, iron and steel and industrial 
equipment. 
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August 1950 (continued ) 


Export-Import Bank. Loan of $500,000 
granted to Colombia for freight and passenger 
vessel. 


Bank. Loan of $33 million granted to Uruguay 
for expansion of power and telephone facilities. 


Argentina. Foreign exchange regulations be- 
came effective, devaluing peso to 14 to pound 
sterling for basic exports, 21 to pound sterling 
for preferential exports and 14 to pound 
sterling for preferential imports. 


France. Import restrictions lifted on 60 per 
cent of imports in accordance with OEEC 
plan. 


Export-Import Bank. Loan of $150 million 
granted to Mexico for development of agri- 
culture, transport, communications and electric 
power. 


SEPTEMBER 1950 


Finland-Switzerland. One-year trade agree- 
ment concluded for Finnish exports to value 
of 11 million Swiss francs, Swiss exports of 
9.6 million francs, difference to be applied 
against Finnish deficit. 


France-Switzerland. One-year trade and finan- 
cial agreements, raising allocation of Swiss 
francs for French tourists, became effective. 


France-UK. Total outstanding French war 
debts to UK fixed at £15.25 million; £9.25 
million paid on 1 September 1950, remainder 
to be paid a year later. 


Germany. One-year agreement concluded for 
exchange by eastern Germany of 3 million 
tons of soft coal for western German hard 
coal, phosphates and other goods. 


Japan-Philippines. One-year trade agreement 
from 30 June announced, increasing exchanges 
by 34 per cent to $67 million. 


Mexico-Switzerland. Two-year trade agree- 
ment concluded for balanced trade, providing 
for application of most-favoured-nation clause. 


Iran. Loan of £8 million sterling, without 
interest, received by Government from Anglo- 
Iranian Oil Company against future royalties. 
(Similar loan of £6 million made 4 June.) 


USSR. Plans announced for irrigation of 20 
million acres of desert and construction of 


hydro-electric project to produce 10,000 
million kilowatts. 
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Chronology, August 1950 to October 1950 


September 1950 (continued) 


Bank. Loans totalling $7 million granted to 
Ethiopia. 


Bank-Fund. Fifth annual meeting from 6 
September. 


ECA. Nine-month loan of $8 to $10 million 
to Burma announced. 


North Atlantic treaty. Decision by Foreign 
Ministers’ Council (from 15 September) to 
permit increased production by western Ger- 
many of steel and ships. 


OEEC. Agreement signed establishing Euro- 
pean Payments Union, effective at once, pro- 
viding for elimination of restrictions on 60 per 
cent of imports of OEEC countries from one 
another within fifteen days and for policy of 
non-discrimination by all members with re- 
spect to one another. 


Germany, western-Switzerland. Agreement an- 
nounced liberalizing existing trade and pay- 
ments agreement. 


Panama. First private US bank loan made to 
any Latin American country in decade ob- 
tained by Government of Panama: $10.5 
million, to consolidate external debt. 


Turkey. Plans announced for $47 million 
hydro-electric project to increase output by 
50 per cent, ECA to contribute $8 million. 


Yugoslavia. Eleventh national loan closed, 
raising 5,410 million dinars in eighteen days. 


US. Bill increasing taxes by $4,700 million 
signed by President, with estimated $2,700 
million to be raised by individual income tax 
increase effective 1 October and $1,500 mil- 
lion by increased corporation taxes. 


Hungary. Food ration cards reintroduced for 
workers because of food shortage. 


Yugoslavia, Bread ration reduced by 10 per 
cent from 1 October. 


Canada. Government freed exchange rate 
from direct control; all import controls on 


consumer goods from US to be lifted 1 Jan- 
uary 1951. 


OCTOBER 1950 


Ceylon-Germany, western. One-year trade 
agreement concluded for German exports of 


$14 million and deliveries of $22 million by 
Ceylon. 


Chronology, October 1950 
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October 1950 (continued) 


1 Germany, eastern. Became member of Council 


10 


for Mutual Economic Assistance, comprising 
Albania, Bulgaria, Czechoslovakia, Hungary, 
Poland, Romania and USSR. 


Czechoslovakia-Norway. One-year agreement 
concluded for Czechoslovak exports of sugar, 
metals and metal goods and Norwegian de- 
liveries of fish, gold ore and pyrites. 


Germany, western-Romania. Fourteen-month 
trade agreement announced for exchange of 
German machinery for Romanian food. 


Germany, western-UK. Agreement signed in- 
creasing trade from former annual $280 
million to $500 million in each direction; 
liberalization of 60 per cent of trade in accord- 
ance with European Payments Union, valid 
until amendment at beginning of new EPU 
year January 1951. 


Poland-Sweden. One-year trade agreement 
announced for Swedish exports of iron ore, 
steel goods and fish, amounting to 100 million 
kronor, and Polish deliveries of 245 million 
kronor of coal, foods and chemicals, balance 
to be applied to Polish debt reduction. 


Commonwealth Conference (London, from 
25 September). Draft constitution for Council 
of Technical Co-operation approved, including 
agreement by'Australia, Canada, Ceylon, India, 
New Zealand, Pakistan and UK to provide 
technical assistance to maximum of £8 million 
during three years beginning 1 July 1950 to 
promote economic development in south and 
south-east Asia. 


Sweden-Turkey. Trade and payments agree- 
ment extended for year ending 15 June 1951. 


Egypt-Ethiopia-UK. Agreement concluded for 
dam construction at Lake Tana, source of 
Blue Nile. 


Export-Import Bank. Loan of $25 million 
granted to Iran for equipment, materials and 
services. 


China. Two joint companies established with 
USSR for exploitation of oil and non-ferrous 
metals in Sinkiang province in accordance 
with agreement of 27 March. 


Pakistan. Six-year development plan an- 
nounced to cost 2,600 million rupees. 


Fund. Advance equivalent of 22 million pesos 
granted to Philippines. 


Thailand-US. Agreement for technical assis- 
tance signed. 
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October 1950 (continued) 


China-Germany, eastern. Agreement con- 
cluded by Central People’s Government of 
People’s Republic of China, and Germany, 
for exchange of Chinese raw materials for 
German industrial goods. 


US-Yugoslavia. Agreement concluded for US 
purchase in 1951 of $15 to $20 million in 
strategic non-ferrous metals. 


Germany, western. Restrictions on tonnage 
and speed of merchant ships built for export 
abolished by Allied High Commission. 


Italy. Bill for expropriation and reallocation 
of 1.7 million acres of land passed by Senate. 


UK-US. Agreement reached on first £200 
million advance by US for UK £3,600 million 
rearmament programme. 


Denmark-Italy. One-year trade agreement be- 
came effective for annual turnover of 240 
million kroner and lifting of Italian restriction 
on butter imports. 


Denmark-UK. Monetary agreement in con- 
formity with European Payments Union, to 
supersede 1945 agreement, initialled. 


Indonesia-US. Agreement signed for economic 
and technical assistance to be provided by US 
in fields of public health, agriculture, fisheries, 
industry and education. 


Union of South Africa. Import controls re- 
laxed on certain essential consumer goods. 


Bank. Loan of $10 million granted to Mexican 
banks for relending to small enterprises; first 
such loan made. 


Denmark-Germany, western. Trade agreement 
concluded for exchange of goods to value of 
$115 million in each direction. 


Bank. Loan of $9 million granted to Turkey. 


Norway-UK. Monetary agreement within pro- 
visions of European Payments Union con- 
cluded. 


US. Iran allotted first technical assistance 
funds, totalling $500,000, under “Point Four.” 


Spain. System of government-controlled cheap 
exchange for essential imports introduced. 


US. Foreign aid expenditure of $42,591 mil- 
lion since V-J Day announced, of which 
$6,052 million was for military assistance. 


Belgium. Five per cent price reduction agreed 
to by Government to avoid wage increases. 
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October 1950 (continued) 


Canada-US. Defence economy agreement 
signed for free exchange of raw materials, 
munitions and skills. 


Bank. First loan in south-east Asia, totalling 
$25.4 million, granted to Thailand for irriga- 
tion, waterways, railway and seaport develop- 
ment. 


OEEC. Council agreed that from 1 February 
1951 liberalization of quantitative restrictions 
by OEEC countries against imports from one 
another should be increased from 60 per cent 
to 75 per cent of imports on private account. 


Poland. Zloty revalued, existing banknotes ex- 
changed at rate of 100 zlotys to one new, 
savings and bank deposits at special rate of 
100 old to three new. Wages and prices 
adjusted at rate of 100 zlotys to three. 


NOVEMBER 1950 


Austria-Germany, western. Trade agreement 
for total volume of $72 million became effec- 
tive. 


Denmark-Yugoslavia. One-year trade agree- 
ment announced for exchange of goods 
amounting to 28 million kroner: Yugoslav 
deliveries to amount of 21 million kroner, 
Danish deliveries of 7 million kroner, Yugo- 
slav balance to be applied against its deficit. 


Finland-Norway. One-year trade agreement 
became effective for exchange of goods to 
amount of 29 million kroner in each direc- 
tion. 


France-Spain. One-year trade and payments 
agreement became effective for exchange of 
goods worth 13,000 million French francs in 
each direction. 


Germany, western-Norway, One-year agree- 
ment concluded, increasing trade from $58 
million to between $70 and $80 million. 


Italy-Sweden. One-year trade agreement be- 
came effective. 


Italy-Switzerland. Trade and payments agree- 
ment became effective. 


Bank, Loan of $3.5 million granted to Co- 
eae for construction of hydro-electric 
plant. 


Germany, western. Latin American trade 
agreements of 14 June increased each way 
as follows: Chile to $27.5 million, Colombia 
to $37 million, Uruguay to $35 million; new 
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November 1950 (continued) 


agreement of $61.91 million each way con- 
cluded with Mexico. 


Germany, western-Yugoslavia. Credit agree- 
ment concluded for exchange of $35 million 
in goods. 


Iran-USSR. Trade agreement totalling $20 
million concluded for exchange of Iranian 
cotton, food and hides for USSR textiles, 
cement and machinery. 


Czechoslovakia-USSR. New five-year agree- 
ment signed expanding trade exchanges by 
50 per cent. 


USSR-UK. Agreement announced for UK 
purchases of 800,000 tons of grain; USSR 
to use proceeds for purchase of rubber, cocoa 
and other products in sterling area. 


Ceylon-US. General agreement on technical 
assistance concluded. 


Germany, eastern-Romania. One-year trade 
agreement announced for exchange of Ger- 
man machinery for Romanian consumer 
goods. 


Export-Import Bank. Loan to Panama in- 
creased by $500,000 for hotel improvement. 


Nicaragua. Foreign exchange rates for exports 
and imports revised with Fund concurrence. 


Sweden-UK. Monetary agreement concluded, 
conforming with provisions of European Pay- 
ments Union. 


Hungary-Poland. Agreement for 1951 to 1954 
trade concluded: exchange of Hungarian ma- 
chinery, crude oil and industrial products for 
Polish coal, lumber and rolling-stock. 


United Nations Economic and Social Council. 
Eleventh session, resumed 12 October at Lake 


Success; met from 30 July to 16 August at 
Geneva. 


Argentina. New customs duties of from 3 to 
60 per cent on imported goods announced. 


Australia. Total of post-war immigration an- 


nounced as 400,000 persons, half of whom 
were British. 


ECA. Loan of $62.5 million to Spain via 
Export-Import Bank announced 
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November 1950 (continued) 


UK. Fifteen-year coal industry improvement 
plan to cost £635 million announced. 


UK-Yugoslavia. £3 million credit granted by 
ee for purchases of food and consumer 
goods. 


ECA. Loan of $250 million to Philippines 
announced for five-year development plan. 
Emergency flour shipments valued at $11.5 
million to Yugoslavia from Italy and Ger- 
many announced; extra ERP allotments to be 
granted for replacements. 


Egypt-Poland. Trade agreement signed. 


Iran. Exchange rate for exports other than 
oil and for non-essential imports stabilized at 
48.75 rials to US dollar, with Fund concur- 
rence. 


Canada-Costa Rica. One-year trade agree- 
ment announced, granting tariff reductions on 
many Canadian food and manufactured prod- 
ucts. 


ECA. Loan of $4 million granted Netherlands 
via Export-Import Bank. 


Chile. $87.4 million steel plant opened ($48 
million obtained through government and 
private US financing) increasing Chile’s pro- 
duction capacity tenfold. 


Finland-Hungary. Trade agreement for 1951 
concluded for exchanges totalling $5.4 million. 


Iran. Ratification of 1949 oil agreement with 
Anglo-Iranian Oil Company rejected by 
Majlis. 


Commonwealth Conference. (Colombo). Six- 
year, £1,868 million development plan for 
Ceylon, India, Federation of Malaya, North 
Borneo, Pakistan and Singapore announced by 
Consultative Committee; £1,084 million of 
costs to be financed externally, £246 million 
to come from sterling balances; cultivated 
acreage to be increased 13 per cent, food grain 
production 10 per cent and electric generating 
power 17 per cent. 


Germany, western-Hungary. Trade agreement 
for 1951 concluded to value of $66 million; 
Germany to export iron, steel and electrical 
equipment in exchange for Hungarian agri- 
cultural products. 


Japan. Agreement “with sterling area con- 
cluded (not including Burma, Hong Kong 
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November 1950 (continued) 


and Pakistan) to increase exchanges for year 
ending 30 June 1951 to £92.6 million in each 
direction against total of £130 million for 
corresponding 1949-50 period. 


Belgium-Israel. Trade agreement concluded 
for Belgian exports of 300 million francs. 


Ireland. Bread rationing, suspended for more 
than a year, resumed. 


DECEMBER 1950 


France-Italy. One-year agreement concluded 
for exchange of 30,000 to 40,000 million 
francs in each direction; France to export 
steel and coal in exchange for Italian rice and 
sulphur. 


Germany, western-Iran. One-year trade agree- 
ment became effective for exchange of goods 
to total of 110 million deutsche marks in each 
direction. 


Ecuador. Sucre devalued 11 per cent in rela- 
tion to US dollar, with Fund’s concurrence. 


Yugoslavia. Export of all staple foodstuffs 
banned until 1 July 1951. 


Germany, western. Allied High Commission 
ordered halt in shipments of strategic mate- 
rials to member countries of the Council for 
Mutual Economic Assistance. 


France-Portugal. Trade agreement concluded 
for exchanges of goods to total of 7,000 to 
8,000 million francs in each direction. 


US. Exports prohibited to China, Hong Kong 
and Macao as well as to Portuguese and UK 
ports used for transhipment to China; US 
ships prohibited from carrying strategic goods 
from foreign ports to China, to member na- 
tions of Council for Mutual Economic As- 


. sistance, and to Hong Kong and Macao. 
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Canada. All exports to China, Hong Kong 
and Korea suspended. 


Germany, western-UK. Payments agreement 
covering sterling area signed. 


Norway-Sweden. Trade agreement for 1951 
concluded, providing for total trade of 400 
million Swedish kronor. 


Austria-Czechoslovakia. One-year trade agree- 
ment concluded for exchange of $29 million 
in goods. 
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December 1950 (continued) 


ECA. Aid suspension agreed to by UK efiec- 
tive 1 January 1951. 


OEEC. Council approved special credit of 
$120 million to western Germany to help 
overcome its deficits with other members of 
European Payments Union. 


UK. One-third cut in meat ration scheduled, 
to take effect 31 December, because of col- 
lapse of negotiations with Argentina. 


France-UK. Convention for avoidance of dou- 
ble taxation on income and profits signed, to 
come into force 6 April 1951. 


Norway-UK. Trade agreement concluded. 


Sweden-UK. Trade agreement for 1951 con- 
cluded; Swedish exports of £65 to £70 mil- 
lion of timber and iron ore in exchange for 
£75 million of UK exports of coal (in re- 
duced quantities) and iron and steel. 


United Nations General Assembly (from 19 
September). Fifth session ended. 


Germany, western-Greece. One-year trade 
and payments agreement retroactive to 1 May 
concluded, for total exchanges of $60 million, 
of which Greece will export $45 million. 


United Nations. Korean relief and rehabilita- 
tion fund of $250 million; 80 per cent sub- 
scribed by Member nations. 


Commonwealth Conference. (Colombo). In 
implementation of Colombo plan £25 million 
contribution by Australia to development plan 
for south-east Asia announced; development 
aid to be distributed as follows (in millions of 
pounds): Ceylon, 102; India, 1,379; Pakistan, 
ee Singapore, Malaya and British Borneo, 


Italy-Romania. Trade and payments agree- 
ment to total of 14,000 million lire became 
effective. 


Export-Import Bank. Loan of $35 million 
granted to Israel for agricultural development. 


US. Allotted Brazil $800,000 in technical 
assistance, under “Point Four’. 


Chronology, December 1950 


December 1950 (continued) 


22 Norway-Spain. First trade agreement since 


23 


25 


26 


Zt 


28 


oN) 


oi 


1939 concluded for exchanges of $3.6 million 
in each direction. 


France-Indochina. Treaty signed making Viet 
Nam a sovereign nation within French Union, 
independent in domestic and foreign trade. 


Italy-Yugoslavia. Agreement reached on Ital- 
ian reparations of $30 million. 


Czechoslovakia - Germany, western. Trade 
agreement for 1951 for exchanges of $30 mil- 
lion concluded. 


US. Allotted India $1.2 million in technical 
advisory aid under “Point Four”. 


Bank. Loan of $2.6 million granted to Co- 
lombia for construction of hydro-electric 
project. 


Japan-Thailand. Trade agreement for 1951 
concluded for turnover of $110 million. 


US. Complete control of natural rubber 
supply assumed by Government in first action 
under Defence Production Act; controls im- 
posed on 55 items requisite for defence or 
civilian production. 


Germany, eastern. Rationing of bread, other 
cereal products and pulses abolished from 
1 January 1951. 


US. Granted Yugoslavia $38 million of ERP 
funds for famine relief. 


ECA. Total procurement authorizations, 3 
April 1948—31 December 1950, $11,186.7 
million; total paid shipments $9,201.2 million 
to the following countries (in millions of US 
dollars): Austria 412.7, Belgium-Luxem- 
bourg 469.3, Denmark 197.9, France 1,818.8, 
Germany (Federal Republic) 900.2, Greece 
300.1, Ireland 121.6, Italy 843.3, Nether- 
lands 809.1, Norway 172.1, UK 2,532, other 
European countries 209.3, Government and 
Relief in Occupied Areas (from 22 Decem- 
ber 1949) 169.1, China 168.5, Korea (from 
1 January 1949) 73, other Far East countries 
(from 15 June 1950) 4. : 
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African dependent territories, rising 
trend of imports, 103 
Agricultural commodities, price main- 
tenance in US, 169 
Agricultural co-operatives, eastern Eu- 
rope, 36 
Agricultural machinery and imple- 
ments, US imports, 77, from UK, 
Wott, 
Agricultural output, see Production, 
agricultural 
Agriculture, mechanization, in eastern 
Europe, 37 
Animal products, western European 
imports of, 89 
Argentina: 
agricultural output, 38 
balance of payments position, 117 
balance of trade, 41, with US, 120 
consumption, 44 
devaluation, 118 
employment, 39 


~~ export surplus, 116 


exports, 44, 97, 117, 119 
exports to Germany, 87n. 
exports to UK, 89 
foreign exchange position, 46 
French export surplus with, 195 
gold and dollar assets, 117 
gross national product, 46 
imports from France, 86 
imports from US, 192 
inflationary pressures, 44, 47 
liquidation of investments, 116 
manufacturing output, 38 
negotiations with UK over price of 
meat, 119 
short-term commercial debt, 117 
sterling balances, 118, 127 
sterling prices of exports, 119 
trade agreement with Germany, 189 
transfer of interest and dividends to 
western Europe, 120 
wheat exports, 75 
Armaments programmes, potential di- 
rect impact of, 8, 9, 141; see also 
Korean hostilities and Rearma- 
ment programme 
Australia: 49 
consumption, 25, 27, 30 
consumption level in relation to 
income, 26 
currency depreciation and price de- 
control, 29 
decline in dollar imports of cotton 
and synthetic fibres, 191 
dollar deficits, 149, 157 
dollar imports of fuels, 155 


INDEX 


Australia (continued) 


export of foodstuffs to other sterling 
countries, 75 

exports, 100 

imports from dollar area, 154, 191 

increase in sterling balances, 121 

price and wage increases, 28, 31 

reduction in imports from dollar 
area, 99 

restrictions against imports from 
dollar area, 126 

rise in export prices, 174 

subsiding inflationary pressures, 27 

surplus with US, 126 

trade balance with US, 100 

unemployment, 23 

wheat exports, 75 

wocl exports to US, 80 

zinc exports, 188 


Austria: 


dollar deficit, 147 

quantum of imports, 86n. 
starting credits in EPU, 133 
trade deficits, 131 

trade with Yugoslavia, 93 


B 


Balance of exports and imports, see 


Balance of trade 


Balance of payments, 5, 104-41 


Canada, 115-16 

Europe, 131 

Latin America, 116 

non-European countries with US, 
113 

outer sterling area with UK, 124 

strain resulting from domestic in- 
flationary pressure, 140 

US, 107 

western Europe, 9 


Balance of trade, 24, 29, 31, 95, 147 


Canada, 31 

Canada with US, 115 

continental western Europe, 158 

dollar area, 9 

France, 32 

Japan, 55, 56 

Latin America, 41, 46, 163 

Latin America with western Europe, 
119 

rest of world with dollar area, 196 

rest of world with US, 139 

under-developed countries, 8 

Wikis 3 

US, 17, 71, 80, 104-141 

US with Latin America, 116, 120 

US with rest of world, 67 

western Europe, 81, 89, 158 

western Germany, 50 
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Belgian franc, depreciation, 31 
Belgium, 20, 31 


balance of trade with dollar area, 
160 

capital outflow, 129 

consumption, 25 

creditor position, 131, 132 

devaluation, 31n., 174n. 

dollar earnings from non-dollar 
countries, 128 

effect of devaluation on export 
prices, 174 

expansion of trade, 130 

exports to Germany, 83, 84 

exports to US, 80 

farm production, 22 

gold and dollar holdings, 128 

long-term securities in Switzerland, 
131n. 

need for export markets, 139 

production, 21 

reduction of imports from US, 187, 
189 

starting debits in EPU, 133 

subsiding of inflationary pressures, 
27 

trade increase, 84 

transactions with UK, 130 

unemployment, 22 

zinc exports, 188 


Belgium-Luxembourg; see Belgium 
Bolivia: 


consumption, 44 

decline in exports, 44, 46n. 

exchange rate, 118 

foreign exchange position, 46 

government purchases of “small” 
mine output, 43 

gross national product, 46 

inflationary pressures, 44, 47 

manufacturing output, 38 

petroleum output, 38 

tin exports, 98 

trade balance with US, 98 

unemployment, 48 


Brazil: 


agricultural output, 38 

coffee production, 117 

commercial debts, 114 

consumption, 44 

cost of living, 47 

decline of imports from US, 192 

exports, 98 

exports to Germany, 87n. 

gross national product, 46 

liquidation of investments, 116 

manufacturing output, 38 

public investment for economic de- 
velopment, 43 

raw cotton exports, 188 


Brazil (continued) 
short-term commercial debt, 117 
sterling balances, 127 
sterling prices of exports, 119 
sterling shortage, 119, 195 
surplus with US and deficit with 
UK, 195 
British East Africa, increase in raw 
cotton exports, 188 
British West Africa, dollar earnings, 
157 
Bulgaria: 
agricultural output, 36 
economic planning, 35 
industrial production, 35 
trade, 93 
trade agreement with eastern Ger- 
many, 94 
trade agreement with USSR, 94 
trade with eastern Europe, 93 
Burma, rice exports, 75 


Cc 


Canada: 
balance of payments with US, 104, 
113 


balance with US and UK, 106 

budget deficit, 31 

coal production, 72n. 

consumption, 25, 26, 27 

decline in exports to western Eu- 
rope, 186ff. 

decline in non-consumption com- 
ponents of gross national prod- 
uct, 24 

decreased dependence upon im- 
ports, 157 

deficits of rest of world with, 145 

devaluation, 31n., 169 

direct investments, 111 

economic developments, 20, 31 

exchange rate, 116 

export of newsprint to US, 173 

export of private long-term capital, 
145 

exports of foodstuffs to sterling 
countries, 75, to UK, 88 

exports to oversea sterling area, 156 

exports to UK, 152 

exports to US, 79 

financing of imports, 104 

foreign transactions, 115 

gold and dollar assets, 115 

imports from Netherlands, 86 

imports from non-dollar area, 182 

imports from UK, 86, 183-184; of 
capital goods from UK, 185 

imports from US, 72n., 81 

imports of manufactures from US 
and western Europe, 185 

increase in imports, 145 

increased self-sufficiency, 9 

leading market for raw materials, 
156ff. 

outflow of long-term capital, 112 

production, 21 


Canada (continued) 
quantum of trade with continental 
western Europe, 159, 185 
reduction in zinc imports, 188 
reserves, 109 
restrictions on imports from US, 
184 
subsiding of inflationary pressures, 
27 
trade balance, 102 
trade balances with western Europe, 
95 
unemployment, 22 
wheat exports, 75 
Capital, flow of private capital to US, 
107 
Capital movements, long-term, 111, 
140 
discontinuance of, among European 
countries, 131 
to finance petroleum production of 
Middle East, 137 
Capital movements, short-term, 107, 


L165 12159124 
Cement, consumption, 43n. 
Ceylon: 


exports of fats and oils, 189 

exports to US, 101 

financing of imports, 127 

rise in export prices, 174 

surplus with dollar area, 126 
Chile: 

agricultural output, 38 

balance of payments position, 117 

consumption, 44 

copper exports to US, 98 

decline in exports, 44, 46n. 

export surplus, 116 


exports, 117 
gold and foreign exchange reserves, 
98 


government purchases of “small” 
mine output, 43 

gross national product, 46 

manufacturing output, 38 

petroleum output, 38 

trade balance with US, 80, 98 

transfer of income from US invest- 
ments, 117 

unemployment, 48 

upward spiral of prices and wages, 
45 

China: 

agrarian reform, 62 

bank loans, 59 

bonds, long-term government, 61 

budget deficit, 60 

centralized distribution, 62 

China-Soviet Pact of Alliance and 
Mutual Aid, 102 

collective farming, 62 

co-operatives, 62 

currency, 59 

deterioration in foreign trade, 102 

economic changes, 58-63 

government revenue and expendi- 
tures, 61 


China (continued) 
institutional changes, 61 
international transactions, 136 
relations with Japan, 136 
trade with eastern Europe, 95 
trade with USSR, 102 
Coal: 
consumption in Japan, 54 
imports from US by western Eu- 
rope, 74, 89, 189 
production in Canada, 72n. 
Cocoa, US imports, 77, 80 
Coffee, US imports, 77, 179 
Coffee industry: 
Brazil, 47, 98 
Colombia, 117 
Collective farming: 
China, 62 
Manchuria, 63 
USSR, 34n. 
Colombia: 
coffee, 117 
consumption, 44 
imports of manufactures from US 
and western Europe, 185 
inflationary pressures, 47 
manufacturing output, 38 
trade balance, 41 
Colombo Plan, 127n. 
Congo, Belgian investments for de- 
velopment projects, 129 
Construction: 
Japan, 56 
prospective reduction in US, 8 
see also Residential construction 
Consumer goods: 
dollar imports by oversea sterling 


area, 155 
durables, decline in imports by UK, 
152 


eastern Europe, 34, 37 
eastern Germany, 52 
exports by UK, 153, 154 
France, 32 
Japan, 55, 56 
Latin America, 44, 46 
USFS) 13.5516 76163 
western Europe, 9 
western Germany, 50 
Continental OEEC countries, see Or- 
ganisation for European Econo- 
mic Co-operation 
“Continental western Europe”, 67n.; 
see also Europe, western 
Costa Rica: coffee industry, 117 
Cost of living, 31 
Belgium, 31 
decline (1949), 7 
increase caused by Korean war, 5 
Latin America, 47 
Poland, 34 
rises, 196 
Crop production, see Production, agri- 
cultural 
Cuba: 
consumption, 44 
decline in sugar exports, 98 
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Cuba (continued) 
deflation, 46 
gold and dollar holdings, 117 
imports of manufactures from US 
and western Europe, 185 
trade balance, 41 
unemployment, 48 
Currency devaluations, see Devalua- 
tion 
Czechoslovakia: 
agreement with USSR, 135 
agricultural output, 35 
derationing, 34 
economic planning, 35 
grain output, 34 
industrial production, 37 
population shift, 37 
prices, 35 
rehabilitation of plant and equip- 
ment, 33 
trade, 92, 93, 95 


D 


Demand, pent-up, 13, 26, 67 
Australia and New Zealand, 155 
Latin America, 164 
reduction, 25 
WSs52413) 
western Germany, 50 

Denmark: 
animal products, 89 
bacon and butter exports, 169n. 
balance of trade with dollar area, 

159, 160 
commercial link with UK, 130 
consumption, 27 
economic developments, 20 
exports to Germany, 84 
gold payments to EPU, 134 


Devaluation (continued) 


effect on US imports, 175, 179 

effect on volume of western Euro- 
pean exports to US, 197 

Mexico, 45 

of sterling, 169, 195 

UK, 124 

western Europe, 83 


Disequilibrium, economic, 7, 8, 9, 104, 


167 


Dollar area, 123n. 


control of imports from, 126 

current account with soft currency 
countries, 7 

deficit of western Europe with, 89 

deficit with, following curtailment 
of imports by UK, 124 

demand for goods from, 145 

export prices, 172, 185ff. 

exports to Commonwealth sterling 
countries, 190 

exports to non-dollar area, 172, 185, 
197 

fall in trade surplus, 196 

imports, 185 

price factor in reduction of im- 
ports from, 190 

reduction in exports, 99, 186 

restrictions on imports from, 76, 
190 

substitutions for imports from, 188 

trade balance with sterling area, 150 

trade balances with western Europe, 
95 

unbalance in trade, 71, 145 


Dollar area commodities: 


prices of, 171 
values of imports from, 188 


E 
East-West trade, stagnation, 90 
Economic controls, reintroduction as 
result of Korean hostilities, 5 
Economic Cooperation Administra- 
tion, 162, 178n.; see also Euro- 
pean Recovery Program 
Economic planning: 
China, 61 
eastern Europe, 35 
eastern Germany, 52 
Manchuria, 63 
Egypt: 
imports from France, 86 
increase in raw cotton exports, 188 
international transactions, 137 
sterling balances, 127 
Employment: 
eastern Europe, 33, 37 
eastern Germany, 52 
Japan, 54, 56 
US, 19 
western Europe, 21 
western Germany, 50 
Europe: 
economic expansion, 167 
financing of export surpluses, 104 
food supply, 7 
outflow of funds, 109, 128 
pressure to expand exports to Latin 
America, 120 
problems of regional settlement of 
accounts, 139 
Europe, eastern: 
capital movements, 135 
centrally planned economies, 33-37 
consumer goods, 34 
decline in export of foodstuffs to 
western Europe, 161 


imports from Germany, 84 

production, 21 

quantum of imports, 86n. 

rationing, 27 

short-term liabilities to UK, 134 

trade deficit, 130n., 131 

trade increase, 84 

trend of gold and dollar holdings 
after devaluation, 128 

unemployment, 22 


Derationing, see Rationing, abolition 
Devaluation, 5, 29, 67n., 107, 138 


Argentina, 118 

cause of increased prices of im- 
ported goods, 30 

changes prior to and after, 132 

effect on dollar area imports, 196 

effect on dollar prices of western 
Europe’s exports, 196 

effect on export prices, 174 

effect on import prices, 172 

effect on international trade, 167- 
197 

effect on intra-European trade in 
manufactures, 190 

effect on primary commodity ex- 
porting countries, 69 

effect on US exports, 196 


Dollar balances of payments, 5 
Dollar crisis (1949), 168 
Dollar deficit, 9 
drop in the world’s, 106 
expansion, 109 
in world trade, 145-166 
reduction or elimination, 8 
with US, 107, 167 
Dollar earnings, 168 
Canada as source of, 182 
from Malayan exports of crude 
rubber, 80 
loss to oversea sterling area, 99 
of western Europe, in Canada, 185 
Dollar gap, 107, 176 
narrowing of, 106 
reduction, 168 
sterling area, 124 
Dollar pool: see Sterling area, dollar 
pool 
Dollar reserves: 
effect of rise in US imports, 76 
Latin America, 96 
Dollar shortage, 71, 145-166 


Drawing rights, extended to intra- 
European debtor countries, 131 


decline in imports from US, 75 

defined, 72n. 

intra-eastern European trade, 8, 68, 
90 

trade, 68, 90, 92 

trade with China, 95 

trade with US, 91 


Europe, western: 


adjustments needed in oversea 
trade, 134 

changes in real imports from the 
dollar area, 160 

composition of imports, 87 

decline in dollar imports, 76, 192, 
197 

deficits and surpluses, 106 

defined, 67n. 

dollar deficit, 158 

dollar imports, 160 

economic developments, 8, 20 

export prices of manufactures, 174 

export unit value indices, 174 

exports, 67, 84 

exports of fuel, 84 

exports to Canada, 184 

exports to dollar area, 174 

exports to eastern Europe, 90 

exports to Latin America, 166 
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Europe, western (continued) Export-Import Bank (US), 11in., 118 | Food stalks! (certinied) 


exports to US, 79, 181, 196 

factor impeding intra-regional settle- 
ments, 139 

import balance with US, 69 

import equivalent of exports to dol- 
lar area, 161 

imports, 74, 86, 186 

imports from US, 71, 73, 75 

imports of coal from US, 74, 89, 
189 

imports of food from US, 88 

imports of petroleum, 99, 103 

increase in value of intra-regional 
trade, 187 

increased exports to soft currency 
countries, 195 

indices of real imports and real ex- 
ports, 160 

intra-western European trade, 82, 
197 

Latin America’s relationships with, 
119 

method of financing payments due 
US, 120 

outflow of long-term capital, 112, 
BH) 

oversea exports, 68, 82, 85 

prices of raw materials, 71 

problem of payment for raw mate- 
rials and foodstuffs, 139 

quantum of imports, 71 

ratio of US imports from, to US 
domestic consumption, 163 

real imports and exports in trade 
with dollar area, 158 

reduction in dollar imports, 8 

reduction in import surplus, 89 

reduction in trade deficit, 81 

reduction of deficit with dollar area, 
Esiil, 283 

reserves, 109 

stabilization of internal financial 
situation, 133 

sterling balances, 127 

substitutions for US goods, 192 

surpluses of US with, 113 

terms of trade, 95, 174 

tin imports, 100 

trade, 67, 68 

trade balance, 68, 96, 99 

trade recovery, 81 

US financial assistance to, 112 

European Payments Union, 83n., 127, 

131 

European Recovery Program, 9, 96, 

104, 124, 125, 131, 140, 168, 190 

agreement on intra-European settle- 
ments by participating coun- 
tries, 133 

assistance to continental OEEC 
countries, 128 

funds for European Payments Union 
available under, 133 

imports of continental OEEC coun- 
tries under, 128 

offshore purchases under, 128 


aid to Iran, Israel and Egypt, 138 
increase in rate of long-term lend- 
ing, 140 
loan to Indonesia, 137 
Export surplus, see also Balance of 
trade 
WS, a U7 
Exports: 
effect of devaluation on prices, 174 
restrictions, 91 
US, 67 
western Europe, 67, 82 
see also Balance of trade 


F 


Far East: 
economic changes, 38-48 
imports from Germany, 86 
outflow of governmental funds to, 
109 
reduction of post-war trade deficits, 
103 
tin exports, 101 
trade, 68, 102 
trade with US, 68 
Farm income, US, 19 
Farm price support programme (US), 
18, 169 
Finland: 
trade agreement with USSR, 94, 95 
trade with eastern European coun- 
tries, 93 
Foodstuffs: 
consumption in Japan, 56; in Latin 
America, 44; in western Eu- 
rope, 89 
decline in imports from US by Bel- 
gium-Luxembourg, 189 
decline in UK imports from dollar 
areas 1526 153, 
decline in UK imports from US, 188 
decline in US exports of, 75 
decline in western European imports 
from Canada and US, 187, 189 
dollar imports by continental west- 
ern Europe, 160, 161 
dollar imports by oversea sterling 
area, 155 
dollar imports by UK, 153 
dollar prices, 5, 173 
European imports from US, 71 
exports by Latin America, 98, 165, 
166 
exports by soft currency area, 188 
exports from Argentina, 98 
exports from US to Australia and 
India, 191 
exports from US to Italy, 188 
exports from US to western Europe, 
74 


imports by Canada from Australia 
and New Zealand, 155, 157 

imports by continental western Eu- 
rope, 87 


imports by dollar area from Latin 
America, 165 

imports by Germany, 84, 189 

imports by Japan, 75 J 

imports by oversea sterling coun- 
tries from US, 74 

imports by UK from US, 74 

imports by US, 76, 77, LSE 78; 
179 

imports by western Europe, Usstle 


intra-European trade in, 83 

prices in India, 46 

prices in US, 19 

production in China, 61 

production in Cuba, 38 

production in Japan, 55 

production in western Europe, 175, 


190 
reduction in US exports to Ger- 
many, 189 


shift in imports from US to Argen- 
tina, Australia, and Canada, 75 


Food supply: 


Belgium, 31 

China, 60 

improvements in, 7, 9, 31 
Japan, 54 

Latin America, 46, 47 
Philippines, 46 

western Germany, 50 


Foreign aid: 


appropriation for, by US, 109; see 
also European Recovery Pro- 
gram 


Foreign exchange reserves, 67; see also 


Gold and dollar reserves 
accumulation of in Middle East, 137 
depletion in soft currency countries, 

138 
drawings on, 104 
Latin America, 164 
liquidation, 13 


France: 


balance of trade with dollar area, 
159, 160 

coal exports to Italy, 189 

coal imports from US, 189 

consumption, 25, 26, 27 

creditor balance, 131n. 

deficit financed through drawing 
rights, 132 

devaluation in relation to dollar, 
31n. 

economic developments, 20, 31n. 

elimination of pent-up demand, 26 

employment, 21n. 

expansion of trade, 130 

export surplus with Argentina, 195 

exports of brandy and wine, 173 

exports of chinaware and earthen- 
ware, 173 

exports to French oversea territor- 
ies, 86, 195, 197 

gold and dollar reserves, 128 

German exports to, 83 
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France (continued) 


imports of Polish coal, 91 

imports of US wheat, 74 

loans and grants to its oversea terri- 
tories, 128 

need for export markets, 139 

outflow of long-term capital, 112 

price and wage decline, 28 

production, 21 

reduction of imports from US, 187 

reserves, 109 

subsiding of inflationary pressures, 
27 

surpluses with western Europe, 134 

trade increase, 84 

unemployment, 22 


French North Africa, French loans 


and grants to, 129 
G 


Gold and dollar deficit of sterling 


area, 168 


Gold and dollar reserves, 7, 9, 109, 


124; see also Foreign exchange 
reserves 
Canada, 115 
continental OEEC countries, 128 
effect of rise in US imports, 76 
Latin America, 113, 117 
sterling area, 113, 114 
United Kingdom, 113, 124, 169 


Gold production, 109n., 147 


in non-dollar world, 145 
relation to dollar deficit, 145 
sterling area, 148, 149 


Government expenditures on goods 


and services, 14, 16, 29, 43 
France, 32 
Japan, 55, 56 
Latin America, 46 
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Import restrictions (continued) 


Canada, 116, 183, 184 
dollar imports, 68 
India and Union of South Africa, 
193 
Latin America, 96 
non-dollar countries, 196 
oversea sterling area, 190 
sterling area, 186 
under-developed countries, 8 
UK, 124, 151 
Import surpluses: 
tendency towards, 10 
see also Balance of trade 
Imports: 
Canada, 146 
eastern Europe, 93 
effect of devaluation on prices, 174 
quantum in western Europe, 71 
US, 67, 68, 107, 146 


General Agreement on Tariffs and US, 13, 17 3 see also Balance of trade 
Trade, 134n. Government farms, in eastern Europe, Income: 
Germany, eastern: 36, 37 Belgium, 31n. 


Government revenues, US, 14, 17 


: : distribution, 16, 30 
Government trading companies: 


consumer goods, 52 
distribution in Germany, 50 


five-year plan, 52 


production, 51 
trade agreement with USSR, 94 
trade with eastern Europe, 94 


_-~ two-year plan, 52 
Germany, western: 


budget deficit, 50 

coal exports to Italy, 188 

credit granted to, by European Pay- 
ments Union, 134 

decline in imports from US, 84, 
187, 189 

dollar deficit, 147 

exports, 9, 80, 85, 86, 166, 172, 
185, 186, 187, 188 

gold and dollar reserves, 128 

growth of deficit, 134 

heavy industry, 84 

imports, 74, 84, 87, 186 

intra-European balances, 132 

need for export markets, 139 

production, 49 

rate of devaluation, 174 

reorientation of imports, 84 

revenue, 50 

share in imports of continental Eu- 
rope, 161 


China, 59, 63 
Manchuria, 63 


Grains: 


production, 38 

western Europe, 74 

western Europe’s imports from US, 
88 


Greece: 


starting credits in EPU, 133 
trade deficits, 131 


Gross national product: 


components, 13, 24, 56 

consumption equivalent, 24n. 

France, 32 

Italy, 31 

Japan, 55, 56 

Latin America, 39, 41 

non-consumption components, 44, 
Oia) 

US 13  17S 

western Germany, 49 


H 


Hard currency countries: 


exports to Canada, 184 
trade, 68n., 84 


rise in Australia and New Zealand, 
155 
Income, per capita, world figures, 10 
Income, private, US, 176 
Income, real, 27 
distribution in US, 17 
relation to fall of prices in terms 
of dollars, 5 
India: 
agricultural output, 38 
consumption, 44, 47 
control of imports, 127 
cotton imports from US, 191 
decline in government expenditures, 
46 
decline in imports from US, 191 
dollar deficits, 157 
exports, 100 
fall in gross national product, 46 
imports from Germany, 86 
imports of foodstuffs from US, 74 
manufacturing output, 38 
public investment for development, 
43 
reduction in imports from dollar 
area, 99 


Health insurance, UK, 24 


Hong Kong, entrepét trade with trade balance with US, 100 


surplus, 132 


trade agreements with Latin Ameri- China, 102 trade controversy with Pakistan, 40, 
ca, 197 Housing, see Residential construction v4 
trade deficits, 131 Hungary: unemployment, 40, 48 
trade expansion, 130, 197 derationing, 34, 35 Indonesia: 
trade recovery, 82 economic planning, 35 ees a eos from the Nether- 
ands, 


trade with eastern Europe, 91 
trade with western Europe, 83 


Gold: 


trade, 93 
trade with western Germany, 91n. 
unemployment, 33 


imports from Germany, 86 
imports from the Netherlands, 86 
rise in export prices, 174 


imports into Middle East, 137 Hyperinflation, see Inflationary pres- 


sale of newly produced, 124 trade balance, 103 

settlement He dollar deficits by Pee transactions with the Netherlands 
Union of South Africa, 124, I _and US, 136 
157 Import restrictions, 5, 9, 69, 71, 72, Inflation, 5 


arrest in Italy, 28n. 
depreciation of savings, 26 


74, 76, 95, 103, 107,175 
Brazil, 192 


Gold and dollar assets, see Gold and 
dollar reserves 
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Inflationary pressures, 5, 26, 27 

abatement, 22 

China, 60, 61, 62 

controls, 7 

eastern Germany, 52 

Latin America, 41, 47, 120 

Poland, 35 

under-developed countries, 9 

US, 8 

western Europe, 8 

International Bank for Reconstruction 

and Development, 109n., 111n. 

increase in rate of long-term lend- 
ing, 140 

loan to Australia, 127 

International loans and grants: 

Canada, 115-116 

France, Belgium, Netherlands, 129 

USSR, 135 

International Monetary Fund, 109n., 

114, 116n. 

Egypt’s purchase of dollars from, 
isi 

International settlements, recent trends, 

104-141 

International trade, 67-103 

breakdown of multilateral, 131 

difficulties, 5 

disequilibrium in, 139 

dollar deficits in, 145-166 

effect of devaluation, 175-196 

geographic distribution, 8 

growth, 8 

prior to outbreak of hostilities in 
Korea, 138 

unbalance, 68 

International Wheat Agreement, 169 

Intra-eastern European trade, 92ff. 

Intra-European balances: 

factors responsible for changes in, 


provision for financing, 133 
Intra-western European trade, 82ff., 
87, 187ff. 


Inventories: 


accumulation, 14, 56 
liquidation, 14, 16, 17 
US, 5, 180 
Investment, private, 15, 16, 24, 29, 43 
Canada, 31, 60 
Eastern Europe, 37 
France, 32 

Italy, 31 

Japan, 55, 56 

Latin America, 46 
WS), Sp Wels A 
western Germany, 50 
Investment, public, 24 


Investment goods: 


dollar imports by continental west- 
ern Europe, 160 

dollar imports by oversea sterling 
area, 155 

exports by Latin America to dollar 
area, 166 

rise in imports by UK, 152 

UK dollar imports, 153 


Investments, direct, 111 

Investments, foreign: 
exchange restrictions, 140 
liquidation of private, 104 
restrictions on transfer of income, 


118 
Investments, portfolio, 111 
Iran: 
financing of deficit with dollar area, 
138 


petroleum production, 137 

railway system, UK payments for 
war-time use of, 138 

Israel, sterling balances, 138 
Italy: 

balance of trade with dollar area, 
160 

consumption, 25, 26 

decline in imports from Argentina, 
98 

devaluation, 31n., 174n. 

economic developments, 20, 31 

elimination of pent-up demand, 26 

exports, 83, 84, 173 

farm production, 22 

gold and dollar reserves, 128 

imports from US, 74, 188 

outflow of long-term capital, 112 

production, 21 

recession, 20, 28n. 

reduction of imports from US, 187 

subsiding of inflationary pressures, 
OT 

terms of trade, 175 

trade increase, 84 

unemployment, 23 


J 
Japan: 
black market, 54, 56, 57 
competition in oversea markets, 88n. 
construction, 56 
decline in imports from US, 75 
deflationary pressure, 55 
direct aid from US, 113 
dollar deficit, 147 
economic changes, 54-57 
economic stabilization programme, 
54 
exports, 9, 100, 139, 166 
fishery products, 55 
imports, 75, 86 
payments problems, 136 
surpluses of US with, 113 
textile exports, 100 
trade balance, 102 
Jordan, Hashimite Kingdom of the: 
sterling balances, 138 


K 

Korea: 

aid from US, 113 

relations with Japan, 136 

Korean hostilities: 

economic effect, 5, 8 

effect on anticipatory buying, 8, 9 

effect on construction in US, 8 


Korean hostilities (continued) 
effect on prices, 77, 98 
effects on world trade, 69, 71, 140 
see also Armaments programmes 
and Rearmament programmes 
Kuwait, petroleum production, 137 


L 


Labour: 
real income, 27 
relative share of income, 16 
Labour supply, 5 
western Germany, 50 
Land redistribution: 
China, 62 
Manchuria, 63 
Land taxes, China, 62 
Latin America: 
balance of trade, 163 
balances with US, 104 
budget deficits, 44, 46 
capital movement, 113 
consumption, 44 
current transactions, 116 
decline in dollar deficits, 113 
decline in imports from US, 75 
defined, 72n. 
direct investments, 111 
dollar deficit, 147, 163 
economic changes, 38-48 
exchange rates, 118 
export surpluses with US, 68 
exports of petroleum to US, 173 
exports of raw materials to UK, 89 
exports to Germany, 87 
exports to UK, 87 
exports to US, 79, 80, 165 
financing of imports, 104 
foreign transactions, 47, 116-20 
gold and dollar assets, 114 
imports from Germany, 86 
imports from the Netherlands, 86 
imports from US, 73 
increase in exports to US and 
Canada, 165 
international commercial relation- 
ships, 120 
liquidation of Europe’s investments, 
120 
outflow of long-term capital to, 112 
portfolio investments, 114 
quantum of total trade, 97 
real volume of trade with US and 
Canada, 166 
reduction in trade deficit with US, 
96 
reserves, 106, 109 
trade balance with western Europe, 


trade surpluses with US, 8 
US imports of raw materials from, 
79 
Latin American dollar countries, re- 
duction in export surpluses to 
western Europe, 95 
Latin American non-dollar countries: 
decline in dollar imports, 197 
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Latin American non-dollar countries 
(continued) 


reduction in imports from US, 192 
reduction of trade deficits, 81 
UK trade balance with, 89 
Lebanon: 
foreign exchange receipts, 137 
merchandise deficits, 138 
Less developed countries, see Under- 
developed countries 
Liquid savings: 
accumulation, 25 
depletion, 13 
depreciation, 26 
eastern Germany, 52 
Livestock breeding, in eastern Europe, 
34; see also Animal products 
Living costs, see Cost of living 
Loans and grants, 9, 13, 107 
Luxembourg, see Belgium-Luxem- 
bourg 


M 


Machinery: 
demand by Australia and India, 191 
dollar imports by oversea sterling 
area, 155 
dollar imports by western Europe, 
161 


exports from Japan, 103 


exports from western Europe, 84, 
86 

imports from US by western Eu- 
rope, 74 

UK dollar exports, 154 

US exports to Australia and India, 
191 


Malaya: 


exports of fats and oils, 189 
exports of rubber to US, 80 
exports of tin, 80, 100 
exports to US, 101 

rise in export prices, 174 


Manchuria: 


collective farms, 63 
co-operatives, 63 
economic conditions, 59, 63 


Manufactures: 


decline in prices, 7 

decline in UK imports from US, 
188 

decline in US exports, 75 

decline in US imports, 77 

demand by Australia and India, 191 

dollar imports by oversea sterling 
area, 156 

dollar imports by western Europe, 
161 

export prices, 171 

exports by Japan, 103 

exports by US and western Europe 
to markets in dollar and non- 
dollar areas, 185, 192ff. 

exports from western Europe, 83, 
84, 86 

imports by Canada from UK, 184 


Manufactures (continued) 


imports by oversea sterling coun- 
tries from UK, 99 
imports by US, 77, 172, 178, 179 
imports by western Europe from 
US, 74 
intra-European trade, 87, 88n. 
reduction in imports from US by 
oversea sterling countries, 74 
western European intra-regional 
trade in, 187 
Manufacturing: 
decline in US, 16 
increased output, 5 
India, 38 
Japan, 54, 56 
Latin America, 38 
Philippines, 38 
Merchant ships, imports from US by 
western Europe, 74 
Mexico: 
agricultural output, 38 
budget surplus, 44n. 
consumption, 44 
imports of manufactures from US 
and western Europe, 185 
increase in prices, 45 
manufacturing output, 38 
trade balance, 41 
Middle East: 
imports from Germany, 86 
inflow of capital, 137 
petroleum exports to US, 80 
petroleum production, 137, 173 
position in international trade, 137 
sterling balances, 127 
trade balance, 103 
Military goods; expenditures, 24; pro- 
duction, 76 
Mining: 
decline in US, 16 
increased output, 5 
Japan, 54, 56 
Latin America, 38 
Monetary reform: 
Japan, 54 
Poland, 35 


N 


National Housing Act (US), 16 
National product, gross, see Gross 
national product 
Nationalization of industry: 
China, 62 
eastern Europe, 36 
Manchuria, 63 
Netherlands: 
balance of trade with dollar area, 
159, 160 
consumption, 25, 27, 29, 30 
consumption level in relation to in- 
come, 26 
credits to Indonesia, 129 
currency depreciation and price de- 
control, 29 
deficit with US, 137 
economic developments, 20 
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Netherlands (continued) 


effect of decontrol on wages, 28 

exports of cheese, 173 

exports to Germany, 83, 84 

exports to US, 80 

gold and dollar reserves, 128 

gold payments to European Pay- 
ments Union, 134 

increase in cost of living and wages, 
31 

long-term securities in Switzerland, 
131n. 

monetary reform, 25n. 

oversea exports, 85, 86 

production, 21 

quantum of imports, 86n. 

reduction of US imports, 187, 189 

starting credits in EPU, 133 

subsiding of inflationary pressures, 
27 


trade increase, 84 
unemployment, 22 


Netherlands Antilles: 


petroleum exports to US, 80 
petroleum refining, 99 


New Zealand: 


dollar deficits, 149 

dollar imports of fuels, 155 
exports, 100 

imports from dollar area, 99, 154 
wool exports to US, 80 


Nicaragua, coffee, 117 
Nitrates, Chilean exports, 98n. 
Non-dollar area: 
devaluations, 169 
exports to dollar area, 182, 185 
exports to US, 196 
import balance, 145 
imports from dollar area, 185 
unbalance of trade with dollar area, 
175 
North America: 
reduced agricultural output, 7 
reduction in exports to western Eu- 
rope, 8 
North-eastern Provinces (China), eco- 
nomic conditions, 59ff. 
Norway: 
balance of trade, 160 
consumption, 27 
consumption level in relation to in- 
come, 26 
economic developments, 20 
gold and dollar reserves, 128 
production, 21 
rationing, 27 
short-term liabilities to UK, 134 
starting credits in EPU, 133 
trade deficits, 131 
trade increase, 84 
unemployment, 23 


0) 


Offshore purchases, 112 
decline in rate of, 128 
in Canada by US, 102 

Oil, see Petroleum 
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25 


Oil companies, UK, 125 ; 
Organisation for European Economic 
Co-operation, 67n., 83n., 121 
difficulty in multilateral trade, 129 
gold and dollar assets, Lisel28 
imbalance with dollar area, 129 

intra-European payments scheme, 
121 
reduction in deficit, 113 
solution of trading problem, 130 
sterling balances, 127 
trade deficit with outer sterling area, 
135 
Outer sterling area, see Sterling area, 
oversea 
Oversea sterling area, see Sterling 
area, oversea 


P 
Pakistan: 
agricultural output, 38 
dollar deficits, 157 
financing of imports, 127 
imports from Germany, 86 
trade dispute with India, 40, 74 
Peru: 
agricultural output, 38 
exchange rate, 118 
Petrol rationing; abolition in UK, 
188n. 
Petroleum: 
Canada, 72n., 102n. 
decline in US exports to Australia 
and India, 191 
exports to US from Netherlands 
Antilles and Middle East, 80 
imports by dollar area from Latin 
America, 165 
imports from US by western Eu- 
rope, 74 
Latin America, 38, 173 
Middle East, 103, 137, 173 
US imports, 77, 173, 179 
Venezuela, 99, 117, 118 
Petroleum industry, US investments, 
111 
Philippines: 
agricultural output, 38 
aid from US, 113 
consumption, 44 
decline in imports from US, 75 
government expenditures, 46 
international transactions, 137 
manufacturing output, 38 
public investment in development, 
43 
reduction in inflationary pressure, 
46 
surpluses of US with, 113 
trade balance, 41n., 103 
Planned economies, 7 
eastern Europe, 33-37 
Poland: 
agricultural output, 36 
currency, 35 
economic planning, 35 
exports of coal, 91 
industrial production, 34, 35, 37 


Poland (continued) 
monetary reform, 35 
prices, 34 : 
rehabilitation of damaged equip- 
ment, 33 
trade, 93 
trade agreement with eastern Ger- 
many, 94 
trade agreement with USSR, 135 
Portugal: 
trade increase, 84 
Price adjustments, following devalua- 
tions, 167 
Price controls, 25, 27 
Price stabilization, 28 
Prices, 5, 28 
after devaluation, 169-172 
as factor in reducing dollar imports, 
191192 
China, 59, 60, 61 
decline in free markets, 7 
eastern Europe, 34, 35 
factor in reducing western European 
imports from US, 190 
Japan, 54, 57 
of UK exports, 174 
rise in, 13 
Prices, import, effect upon dollar 
shortage, 149 
Prices of food, relation to farm in- 
come, 48 
Primary commodities: 
composite indices of dollar prices 
and volume of US _ imports 
from sterling area after de- 
valuation, 171 
dollar prices, 5 
increased sterling profits accruing to 
UK, 195 
prices, 7, 169-172, 196 
sterling prices, 171 
US imports, 8, 76n. 
see also Raw materials 
Primary commodity exporting coun- 
tries, 68 
export surpluses, 95 
income rise, 196, 197 
terms of trade, 175 
trade balance, 69 
Private enterprise economies, 7, 13-32 
Production: 
difficulties, 5 
in western Europe, 9 
increase in western Europe and Far 
East, 68 
Production, agricultural; 7, 21 
China, 60 
Cuba, 38 
eastern Europe, 33, 36, 37 
eastern Germany, 51 
Far East, 38 
Japan, 55, 56 
Latin America, 38 
Manchuria, 63 
western Europe, 74 
western Germany, 49 
Production, industrial: 
China, 60, 61n. 


Production, industrial (continued) 


eastern Europe, 33-37 
eastern Germany, 51 
effect on dollar deficit, 9 
increase, 20 

Japan, 56 

Latin America, 38 
Manchuria, 63 
US.95,017-0/.6 

western Europe, 21, 160 
western Germany, 49 
world, 5, 7 


Productivity: 


advances in, 31 
Belgium, 31 

eastern Europe, 33 
Japan, 56 

western Germany, 50 


R 


Railways, British, in Argentina, 119n. 
Rationing, 7, 25, 27 


abolition, in Norway and Australia, 
26 

in China, 59 

in Czechoslovakia, 34, 35 

in eastern Germany, 52 

in Hungary, 34 

in Japan, 54, 56 

in Poland, 34 

in UK, 188n. 

in Yugoslavia, 35 


Raw materials: 


cost in sterling, 171 

decline in UK imports from US, 
188 

decline in US exports of, 76 

decline in western European im- 
ports, 187 

dollar exports from oversea sterling 
area, 157 

dollar exports from UK, 153, 154 

dollar imports by continental west- 
ern Europe, 160 

dollar imports by oversea sterling 
area, 157 

dollar prices, 5, 171 

effect of rearmament on demand 
for, 69 

exports from Argentina, 98 

exports from Japan, 103 

exports from Latin America, .98, 
165 

exports from Malaya to US, 80 

exports from oversea sterling area, 


100 

exports from soft currency area, 
188 

exports from US, 74, 75, 89, 163, 
188, 191 

exports from western Europe, 84, 
86 


higher costs, 196 

imports by dollar area from Latin 

; America, 165 

Imports by eastern Europe from 
oversea sterling countries, 90 
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Raw materials (continued) 


imports by Germany, 84 

imports by India from US, 74, 191 

imports by Japan, 75 

imports by UK, 74, 188 

imports by US, 76, 77, 80, 156, 
N/MM eS by keve Sb he: 

imports by US and Europe, 101 

imports by western Europe, 74, 87 

intra-European trade in, 83 

intra-western European trade, 89 

markets, 169 

price increases, 134 

prices, 5, 9 

reduction in Australian dollar im- 
ports, 191 

reduction in imports from US by 
oversea sterling countries, 74 

shortages, 71, 141 

sterling area prices, 171, 195 

US demand for, 98 

see also Primary commodities 

Real gross capital formation in west- 

ern Europe, 160 

Real income, see Income, real 

Real wages, see Wages, real 

Rearmament programme, 5, 8, 10, 69; 

see also Armaments programmes 

and Korean hostilities 


~~ effect of intensified demand result- 


ing from, 140 
investment in facilities for, 8 
western Europe, 9 


Recession: 


Italy, 20 
WS 7541350705750 


Soft currency countries (continued) 


import restrictions, 186 

reduction of dollar deficit, 7 

reductions in imports from dollar 
area, 195ff. 

substitutions for dollar imports, 190 

surpluses with Latin American non- 
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Sterling area dollar pool, 124n., 168n., 


193 
resources of, accessible to Egypt and 
Tran, 138 


Sterling balances, 119n., 124, 138 


large-scale reduction, 125 
liquidation of, 121 


dollar countries, 197 
trade, 68 


trade balance with sterling area, 149 
transactions with Latin America, 


117 


Speciality products, exported to US by 


western Europe, 179n. 

Speculation, 168, 169 

effect of Korean hostilities, 8 

factor in dollar deficit, 168 
Sterling area: 

and UK, 120-128 

contraction of deficit, 113 

defined, 72n. 

dollar area exports to, 190 

dollar deficit, 109, 124, 147, 168 

dollar pool, 125 

effect of fall in US imports, 76 

export of cocoa to US, 80 

export of raw materials to UK, 89 

export surpluses with US, 68 

exports to US, 79 


financing UK’s surplus on current 


transactions, 121 
gold and dollar reserves, 9, 113 
import of manufactures, 193 
import restrictions, 126, 186 
imports from UK, 86 
net gold and dollar deficit, 168 


WiKew127, 

Strategic materials, restriction on use 
in US, 8; see also United States— 
stockpiling of strategic materials 

Substitutions for US goods, western 
Europe, 192 

Suez Canal, 137 

Sweden: 

balance of trade with dollar area, 
159, 160 

consumption, 27 

creditor position, 131 

decline in exports to US, 80 

economic developments, 20 

exports to Germany, 83, 84 

production, 21 

starting debits in EPU, 133 

trade agreements with Germany, 


trade increase, 84 
unemployment, 22 
Switzerland: 
creditor position, 128, 131, 132 
German exports, 84 
gold and dollar reserves, 128 
long-term credits granted by banks 
of, 131n. 
outflow of capital, 131 
trade increase, 84 


price index of primary commodities transactions with UK, 130 
exported to US, 171 Syria: 
relation to US, 114 foreign exchange receipts, 137 
shift in position of dollar pool, 124 merchandise deficits, 138 
trade balance, 149 Syria-Lebanon, imports from France, 


Reconstruction Finance Corporation, 


Rent reduction, China, 62 
Residential construction, 24 
Japan, 54, 55, 56 


Santon 7, trade with Canada, 102 86 

Rice production, China, 60n. withdrawal of Union of South 

Romania: Africa from dollar pool, 124n. T 
economic planning, 35 Sterling area, oversea: ne Tatwans econemicneondinionsmsss9 
trade, 93 change in payments position, 125 Toe 


curtailment of imports from US, 74 
decline in specific dollar imports, 
Ss 197 

deficit, 113, 124 


trade with eastern Europe, 93 relation to corporate profits, 19n. 


see also Land taxes 
Terms of trade, 172-175 


Saudi Arabia: Belgium, 31n. 


loan to Syria, 138 
petroleum production, 137 


Savings, liquid; see Liquid savings 
Scandinavian countries: 


consumption, 25, 30 
subsiding of inflationary pressures, 
Py 


Shanghai: 


factories, 60 


dollar exports to US and Canada, 
157 

dollar surplus, 125 

effect of prices of raw materials on 
financing of imports from, 134 

export of raw materials to eastern 
Europe, 90 

exports to UK, 87 

imports from dollar area, 154 


deterioration in western Europe, 81 

effect on dollar shortage, 148 

of rest of world with US and Can- 
ada, 148 

of UK and other western European 
countries with rest of sterling 
area, 171 

UK with sterling area, 193 


western Europe, 9, 196 


amipors ren >] Textile industry: 


imports from western Europe, 197 , 
restrictions on dollar imports, 190 intra-European trade, 88n. 33 
shift from dollar deficit to surplus, production lag in Germany, 
126 Thailand, rice exports, 75 
trade balance, 99, 157 a ae oat 
i rts, 9 trade surpluses with US, 8, 81 olivian exports, 
Be potbes ice US imports of raw materials from, exports from Malaya, 80, 100 


exports, 173, 177, 184, 188 | 79 fall Gh dollat pies: 160n, 


government-owned cotton mills, 61 
parity unit, 59 
Shipping, western Europe, 107 
Shipping account, UK, 125 
Siam, see Thailand 
Soft currency countries: 
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Tin (continued) 
reduction in dollar imports from 
sterling area, 157n. 
Tourist trade, western Europe, 107, 
158 
Trade, international, see International 
trade 
Trade agreements, 134n. 
Argentina, 98, 189 
China, 102 
eastern Europe, 90, 94, 135 
Sweden, 189 
western Germany, 189 
Trade and payments position, intra- 
European, 128 
Trade balance, see Balance of trade 
Trade deficit, of western Europe, 81, 
89 
Trade liberalization, 83n. 
Trading areas and countries, position 
of major, 107 
Turkey: 
gold and dollar reserves, 128 
starting credits in EPU, 133 


U 
Under-developed countries: 
capital inflow from US, 140 
economic development as world 
problem, 10 
effects of rearmament on, 9 
imports, 71 
investment activity needed, 167 
lack of productive equipment, 48 
per capita income, 10 
prospective position, 69 
slow economic progress, 7 
Unemployment, 5, 22 
China, 61n. 
Hungary, 33 
Japan, 55, 56 
Latin America, 39 
Tise in several countries, 5 
under-developed countries, 48 
US, 19 
western Germany, 50, 51 
Unemployment insurance payments, 
US, 15 
Union of South Africa: 
deficit with US, 113n. 
dollar deficit, 149 
exports, 100, 189 
gold sales, 113n.; to UK, 124, 125 
imports from dollar area, 74, 99, 
124n., 154, 190n. 
imports from US restricted, 74, 
190n. 
imports of foodstuffs from US, 74 
increase in sterling balances, 121 
loan of gold to UK, 124 
trade balance with US, 100 
withdrawal from dollar pool of ster- 
ling area, 124 
wool exports to US, 80 
Union of Soviet Socialist Republics: 
agricultural output, 36 
China-Soviet Pact of Alliance and 
Mutual Aid, 102 


U.S.S.R. (continued) 


collective farms, 34n. 

economic planning, 35 

export surplus with US, 91 

exports to US, 92 

industrial production, 36 

loans and grants, 135 

output of grains, 34 

prices of consumer goods, 34 

production of consumer goods, 34 

reconstruction of German-occupied 
territory, 33 

trade, 92, 102 

trade agreements, 94 

trade with China, 102 

trade with eastern European coun- 
tries, 92, 93 


United Kingdom: 


agreement with Israel on mutual 
financial claims, 138 

aid under European Recovery Pro- 
gram, 9 

balances with US, 104 

Brazilian deficit with, 195 

Canadian loans to, 115 

cheese production, 188 

coal exports to Italy, 189 

consumption, 25, 27, 30 

consumption level in relation to in- 
come, 26n. 

contract prices for imports of food 
and raw materials, 169 

decline in dollar deficits, 113 

decline in exports to US, 179ff. 

decline in gold and dollar reserves, 
124 

decline in imports, 75, 98, 152 

deficit, 113, 132 

deficit with dollar area, 89, 106, 148 

deficit with OEEC countries, 121 

dollar exports, 154 

dollar surplus of, 125 

economic developments, 20 

export balance in favour of, 131 

export prices, 171, 173 

exports of chinaware and earthen- 
ware, 173 

exports of consumer goods, 153, 154 

exports of manufactures, 154 

exports to Canada, 183, 185 

exports to Germany, 84 

exports to Latin America, 166 

exports to other sterling area coun- 
tries, 86, 193, 197 

exports to US, 79, 196 

gold and dollar assets, 109, 113, 
139, 168ff. 

gold and dollar deficit, 168 

health insurance, 24 

imports from dollar area, 171 

imports of bacon and butter from 
Denmark, 169n. 

imports of capital goods from Ger- 
many, 188 

imports of foodstuffs from Canada 
and US, 88 


United Kingdom (continued) 


imports of raw materials from over- 
seas, 89 

improvement in gold and dollar 
position, 125 

intra-European surplus in favour of, 
132 

need to expand exports, 139 

negotiations with Egypt and Iran, 
138 

OEEC transactions with, 130 

outer sterling area imports, 162n. 

outflow of long-term capital, 112 

output of metals, engineering prod- 
ucts and vehicles, 188n. 

oversea exports, 85 

oversea territories, 125 

production, 21 

rate of devaluation, 174 

rationing, 27 

reduction in income from foreign 
investments, 130 

reduction in purchasing power of 
income from oversea invest- 
ments, 139 

reduction of deficit, 120, 149, 152 

reduction of imports, 113 

reduction of imports from US, 187 

reduction of trade deficits with US, 
81 

reserves, 109 

restrictions on dollar imports, 74, 
151 

restrictions on sales of cars to home 
market, 184n. 

rise in imports of fuels, 152 

share in imports of continental Eu- 
rope, 180 

shift from dollar to non-dollar im- 
ports, 87 

shift in creditor balance, 132 

short-term liabilities to various Eu- 
ropean countries, 134 

starting debits in EPU, 133 

sterling liabilities, 139 

subsiding of inflationary pressures, 
PH 

suspension of aid under European 
Recovery Program, 125 

termination of “unrequited” exports, 
a 

trade balance, 89, 99, 102 

trade with dollar area, 123n. 

trade with eastern Europe, 90 

trade with non-dollar areas, 89 

trade with outer sterling area, 124 

trade with western Europe, 84 

trade with Yugoslavia, 93 

unemployment, 22 


United States of America: 


aid to Europe, 102 

aid to Japan, 136 

amortization payments due, 129 

Brazilian surplus with, 196 

budget deficit, 16, 17 

causes of reductions in exports to 
western Europe, 192 


Index 


United States of America (continued) 


chief beneficiaries from expansion 
of exports to, 140 

commodity imports, 180 

decline in exports, 75, 95, 186ff., 
189, 191 

decline in tin imports, 99 

decline in world’s import surplus 
with, 71 

decreased dependence upon imports, 
157 

deficits of rest of the world with, 
145 

demand for imports (1950), 10 

deterioration in trade with China, 
102 

disbursements in Philippines, 41n. 

dollar price index for primary prod- 
ucts imported from sterling 
area, 171 

drop in balance of trade, 107 

economic changes, 13-20 

economic effect of Korean hostili- 
ties, 8 

economic recovery, 5 

effect of devaluation on imports, 
174, 175 

export of private long-term capital, 
145 


7 exports, 72, 84, 86, 152, 155 


exports of capital goods to eastern 
Europe, 92 

exports of coal to western Europe, 
74, 89, 189 

exports of finished manufactures, 
193 

exports of foodstuffs to western Eu- 
rope, 74, 88 

exports of raw materials, 74 

flight of capital to, in anticipation 
of devaluations, 128 

fluctuations in imports, 76 

foreign financial assistance, 9, 107, 
a 

government price support pro- 
grammes, 169 

high level of economic activity, 156, 
175 

import equivalent of exports to, 147 
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United States of America (continued) 


import unit value index, 173 

imports, 80, 86, 92, 145, 196 

increase in dollar value of imports, 
179 

increased demand for imports, 9 

increased self-sufficiency, 9, 167 

investment in Venezuelan petroleum 
industry, 99 

merchandise export surplus, 80 

military expenditures, 8 

OEEC region’s trade deficit with, 
129 

outflow of private capital, 140 

percentage shares of devaluing and 
non-devaluing countries in im- 
ports, 179 

real volume of trade with continen- 
tal western Europe, 158 

recession, 13, 15 

reduced deficits with, 140 

reduction in exports to Italy, 188ff. 

reduction in imports as effect of re- 
cession, 5 

reduction in world’s imports from, 
Tf 

reduction of exports to western Eu- 
rope, 87 

stockpiling of strategic materials, 9, 
71, 76, 100, 101, 156, 165, 169 

terms of trade, 172 

trade balance, 67, 68, 168 

trade balance with Argentina, 98 

trade balance with Canada, 102 

trade balance with Chile, Bolivia, 
and Venezuela, 98 

trade balance with Latin America, 
96 

trade balance with oversea sterling 
area, 99 

trade deficit of Middle East, 103 

trade with Indonesia and the Philip- 
pines, 103, 137 

trade with Latin America, 120, 192 

trade with Philippines, 103 

trade with USSR, 91 

trade with Yugoslavia, 93 

unit value index of exports, 186n. 

wool imports, 100 

world trade with, 67, 107 


United States Munitions Board, report 
to Congress, 76n. 
Uruguay: 
agricultural output, 38 
consumption, 44 
export surplus, 116 
exports to Germany, 87n. 
trade balance, 41, 120 


vV 
Venezuela: 
gold and dollar holdings, 117 
imports of manufactures from US 
and western Europe, 185 
investments in mineral development, 
118 
manufacturing output, 38 
petroleum output, 38, 112, 117 
trade balance, 99 
trade balance with US, 98 
Vereinigung der Volkseigenen Betrie- 
be, 52 


W 
Wages: 
Japan, 54, 57 
western Germany, 50 
Wages, money, 31 
Wages, real, 28, 30 
Belgium, 31 
China, 60 
Czechoslovakia, 35 
eastern Europe, 34 
France, 32 
Poland, 34 
Western Hemisphere countries: 
outflow of US private capital to, 140 
sterling balances, 127 
Wool prices, 169 
World trade, see International trade 
World War, Second, effect on produc- 
tion and trade, 167 


Y 

Yugoslavia: 

agricultural output, 33n., 36 

curtailment of Soviet trade, 92 

economic planning, 35 

industrial production, 35 

rationing, 35 

trade, 93, 136 
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